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1 Docket No. 79343 

Horseshoe Lease Syndicate, petitioner 


vs. 

Commissioner of Internal Revenue, respondent 

Appearances: For Taxpayer, Geo. S. Atkinson, Esq., E. Crippen,. 

Esq. For Comm’r, Joe E. Hughes, Esq., Chester A. Gwinn, Esq. 

Docket entries 

1935 

May 2—Petition received and filed. Taxpayer notified. (Fee 

paid.) 

May 3—Copy of petition served on General Counsel. 

June 29—Answer filed by General Counsel. 

July 9—Copy of answer served on taxpayer. 

1937 

May 25—Motion for circuit hearing in Dallas, Texas, filed by tax¬ 

payer. 3/24/37 granted. 

Dec. 8—Hearing set Feb. 21, 193S, Dallas, Texas. 

193S 

Feb. 26—Called 2/21/38. Hearing had before Mr. Tyson on 

merits. Submitted. Appearance of Geo. S. Atkinson 
and E. Crippen, Esqs., filed. Withdrawal of James 
W. Beller, Esq. filed. Stipulation as to facts filed. 
Petitioner’s brief due 3/30/38. Respondent’s brief 
due 4/30/3S. Reply 5/15/38. 

Mar. 7—Transcript of hearing of Feb. 26, 1938, filed. 

Mar. 2S—Brief filed by taxpayer. 3/28/38. Copy served on 

General Counsel. 

Apr. 20—Brief filed by General Counsel. 

May 16—Motion for leave to file reply brief filed by taxpayer. 

Reply brief lodged. 5/17/38 Granted. 5/18/38 copy 
served on General Counsel. 

Nov. 22—Memorandum opinion rendered, John A. Tyson, Div. 1. 

Decision will be entered for the petitioner. 

Nov. 23—Decision entered, John A. Tyson, Div. 1. 

Dec. 13—Motion for reconsideration by the full Board filed by 

General Counsel. 

Dec. 15—Order denying reconsideration by the full Board, entered. 

1939 

Feb. 9—Petition for review by United States Court of Appeals, for 
the District of Columbia, with assignments of error 
filed by General Counsel. 
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Feb. 9—Petition for Review by United States Circuit Court of 
Appeals, Fifth Circuit, with assignments of error 
filed by General Counsel. 

21—Proof of service filed by General Counsel. (4). (2) Tax¬ 

payer’s attorneys. (2) Respondent on Review. (Dis¬ 
trict of Columbia.) 

21— Proof of service filed by General Counsel. (4). (2) Tax¬ 

payer’s attorneys. (2) Respondent on Review. (Fifth 
Circuit.) 

24—Proof of service filed by General Counsel (5th Ct.), on 
J. Edgar Finley. 

24—Proof of service filed by General Counsel (Dist. Col.) 
on J. Edgar Finley. 

17—Motion for extension of time to May 25, 1939 to com¬ 
plete and transmit the record filed by General Counsel 
(Dist. Col.). 

17—Order enlarging time to May 25, 1939 to complete and 
transmit record, entered (Dist. of Col). 

22— Copy of order from the 5th Circuit enlarging the time to 

May 25, 1939 for the preparation, transmission and 
delivery of the record filed (5th Circuit). 

3—Statement of evidence lodged (5th Circuit). 

3—Praecipe filed by General Counsel (5th Circuit). 

3—Statement of evidence lodged (Dist. of Col.). 

3—Praecipe filed by General Counsel (Dist. of Col.). 

11—Notice of lodgment of statement of evidence and of hear¬ 
ing 5/17/39 to approve statement filed by General 
Counsel (Dist. of Columbia). 

11—Notice of lodgment of statement of evidence and of hear¬ 
ing 5/17/39 to approve statement filed bv General 
Counsel (5th Circuit). 

13—Objections to statement of evidence filed by taxpayer 
(5th Cir< uit). 

13—Objections to statement of evidence filed b} r taxpayer 
(Dist. of Columbia). 

13—Proof of service of filing praecipe for record filed (5th 
Circuit) (2) attorneys. 

13—Proof of service of filing praecipe for record filed (Dist. 
of Columbia) (2) attorneys. 

1G—Proof of service of objections to statement of evidence 
filed by taxpayer (Dist. of Columbia). 

1G—Proof of service of objections to statement of evidence filed 
by taxpayer (5th Circuit). 

17—Agreed statement of evidence approved and ordered filed 
(Dist. of Columbia). 

17—Agreed statement of evidence approved and ordered 
filed (5th Circuit). 
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3 United States Board of Tax Appeals 

Docket No. 79343 

Horseshoe Lease Syndicate, petitioner 

vs. 

Commissioner of Internal Revenue, respondent 
Filed May 2, 1935 
Petition 

The above petitioner hereby petitions for a redetermination of the 
deficiency set fortli by the Commissioner of Internal Revenue in his 
notice of deficiency (Bureau Symbols IT:AR:E-4, AAT-90D), 
dated February 5, 1935, and as a basis of its proceedings alleges as 
follows: 

1. The petitioner operating under name and style of “Horseshoe 
Lease Syndicate”, has its principal office at 104 Thomas Building at 
Dallas, Texas. 

2. The notice of Deficiency, a copy of which is attached and marked 
“Exhibit A” was mailed to the petitioner 011 February 5, 1935. 

3. The taxes in controversy are income taxes for the calendar year 
1932, and for $1,133.19. 

4. The determination of tax set forth in the said notice of deficiency 
is based upon the following errors: 

(a) In determining the tax liability of the petitioner for the year 
1932, the Commissioner erroneously held that petitioner is taxable as 
an association. 

5. The facts upon which the petitioner relies as the basis of this 

proceeding are as follows: 

4 (a) On April 21, 1931, J. Edgar Finley, P. T. Fullwood and 
Patterson Drilling Company (a corporation), acting as part¬ 
ners under an oral agreement, purchased an oil and gas lease on a 
certain tract of land in Rusk County, Texas, consisting of 4.9 acres, 
being a part of W. P. Bright well’s so-called Sixty-Five-aere tract, 
the consideration therefor being an agreement on the part of the said 
partners that they would drill a well on said property and operate 
and develop the same for oil and gas. 

(b) In order to drill a well on this lease, which was required by 
their contract of purchase, the aforesaid partners found it necessary 
to raise $35,000.00. With a view to raising this sum. the partners 
sold their interest in a strip off the West side of the lease large enough 
to include two locations “spaced at least 150 feet from any side and 
at least 300 feet apart.” The purchasers of this interest received 
from the partners “an assignment of Oil and Gas Lease”, transfer¬ 
ring, assigning and conveying to each of them an undivided % 50 
part of said strip for each $100.00 invested. Under the provisions 
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of the said “Assignment of Oil and Gas Lease", the aforesaid partners, 
Messrs. Finley, Fulhvood and the Patterson Drilling Company, 
agreed to drill one well on said strip and reserved the right, at their 
option, to drill thereon an additional well, the drilling and equipping 
of Such additional well to be paid out of funds received from the 
sale of oil and gas produced from said lease. The said “Assignment 
of Oil and Gas Lease'* also authorized the aforesaid partners to bor¬ 
row money for the purpose of drilling and equipping such additional 
well, and to pledge and encumber the lease as security for its repay¬ 
ment. Pursuant to the terms of said “assignment”, the purchasers 
agreed that the aforesaid partners should operate the lease for the 
benefit of all the parties interested; that they should collect for the 
oil and gas sold and, after paying operating expenses, that they 
should distribute to the several owners the remaining proceeds in 
proportion to their respective interests. 

Under the said assignment the aforesaid partners also had author¬ 
ity to sell and dispose of said strip, the proceeds from such sale to be 
distributed to the owners of the several interests in proportion to their 
respective holdings. 

5 (c) The said “Assignment of Oil and Gas Lease” contains no 
provision specifically authorizing the transfer of an owner’s 

interest. However, the instrument does contain a clause binding any 
subsequent assignee to all of its provisions. 

(d) The actual drilling operations were at all times under the man¬ 
agement and supervision of the partners. Messrs. Finley, Fullwood and 
tlie Patterson Drilling Company, but in respect of any other matter 
pertaining to the development of that particular tract sold, before any 
action has been taken each individual interest-holder has been con¬ 
sulted either in person or by letter. 

(e) Pursuant to the contract set forth in the “Assignment of Oil 
and Gas Lease” hereinabove referred to, there was drilled on the said 
strip two wells which have proved productive of oil in paying quanti¬ 
ties,: and which are still in operation and yielding the interested parties 
income in proportion to their interest holdings. Permission has also 
been obtained for the drilling of a third well on the said strip. When 
these wells are exhausted, the only three locations thereon having been 
developed, further income to the interest holders under the Assignment 
of Lease will stop and the “Syndicate” will cease to function. 

(f) The business incident to the development of the lease covering 
the strip hereinabove referred to has at all times been conducted under 
the name and style of “Horseshoe Lease Syndicate.” The “Syndicate” 
has never had any meetings of its interest-holders; it has no charter, 
no board of directors, no officers, and no seal. It has never issued any 
stock certificates, maintains no stock register, and its books have never 
been kept in any manner consistent with the theory of an association. 

(g) There has been no change in the method of operations or in the 
form of organization of the £4 Syndicate” since the calendar year 1931, 
for which year a return was filed for the “Syndicate” as a “Joint- 
Venture” on form 1065, which said return for the calendar year 1931, 
after investigation by the Agent, was duly accepted as correct by the 
Revenue Agent in Charge of the Dallas Division, notification of which 
acceptance was given the taxpaver by a letter under date of October 26, 
1933. 


GUY T. HELVERING, COMMR. VS. HORSESHOE LEASE SYNDICATE 5 

6 Wherefore, the petitioner prays that this Board may hear the 

proceedings and determine tliat there is no deficiency due from, 
the petitioner for the year 1932. 

James N. Beller, 

Counsel for Petitioner , 
Transportation BTd'g, Wash., D. C . 


State of Texas, 

County of Smith , ss: 

As the Managers and Supervisors of the business of the Horseshoe 
Lease Syndicate and its duly authorized Agents W\ A. Patterson and 
P. T. Fullwood. being duly sworn, say that they supervise and conduct 
the business of Petitioner and are thoroughly familiar with its affairs; 
that they have read the foregoing petition, or had the same read to 
them, and are familiar with the statements contained therein, and that 
the facts stated are true, except as to those facts stated to be upon 
information and belief, and those facts they believe to be true. 

Horseshoe Lease Syndicate. 

W. A. Patterson. 

W. A. Patterson. 

P. T. Fullwood. 

P. T. Fullwood. 

Subscribed and sworn to before me this 30th day of April 1935. 

[seal] Lois Pomledge, 

Notary Public in and for Smith County , Tex. 

(For Exhibit “A” see Exhibit “P” attached to Stip. Facts on Page 
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Docket No. 79343 


Horseshoe Lease Syndicate, petitioner 

v. 

Commissioner of Internal Revenue, respondent 

Answer 

The Commissioner of Internal Revenue by his attorney. Robert H. 
Jackson, Assistant General Counsel, Bureau of Internal Revenue, for 
answer to the petition filed in the above-entitled cause, admits and 
denies as follows: 

1. Admits that petitioner operates under the name and style of 
‘•Horseshoe Lease Syndicate”, and has its principal office at Dallas, 
Texas. 

2. Admits that the notice of deficiency was mailed to petitioner on 
February 5, 1935. 

3. Admits the allegations in Paragraph 3 of the petition. 

4. (a) Denies that the Commissioner erred in the manner alleged 
and set forth in Subparagraph (a) of Paragraph 4 of the petition. 
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5. (a) Admits that prior to the year 1982, J. Edgar Finley. P. T. 
Fullwood, and Patterson Drilling Company (a corporation), acquired 
an oil and gas lease on a certain tract of land in Rusk County. Texas. 
Denies the remaining allegations contained in Subparagraph (a) of 
Paragraph 5 of the petition. 

(b) Admits that after acquisition of the above-mentioned property, 
the foregoing parties purported to transfer and convey an undivided 
interest of a portion of the oil and gas lease to others for each $100.00 
invested in the enterprise. Denies the remaining allegations con¬ 
tained in Subparagraph (b) of Paragraph 5 of the petition. 

8 (e) and (d) Denies the allegations contained in Subpara¬ 

graphs (c) and (d) of Paragraph 5 of tlie petition. 

(e) Admits that certain veils were drilled on the land acquired by 
the so-called syndicate which were productive of oil in paying quan¬ 
tities. Admits that such wells yielded income to the interested parties 
which was paid to them in proportion to their interest holdings in the 
enterprise. Denies the remaining allegations contained in Subpara¬ 
graph (e) of Paragraph 5 of the petition. 

(f) Admits that the business incident to the development of the 
lease was conducted under the name of ‘‘Horseshoe Lease Syndicate.” 
Denies the remaining allegations contained in Subparagraph (f) of 
Paragraph 5 of the petition. 

(g) Denies the allegations contained in Subparagraph (g) of Para¬ 
graph 5 of the petition. 

6. Denies generally and specifically each and every allegation con¬ 
tained in the petition not hereinbefore expressly admitted, qualified, 
or denied. 

Wherefore, it is prayed that the petitioners appeal be denied and 
that ithe Commissioners determination of deficiency be approved. 

(Signed) Robert H. Jackson. 

Robert H. Jackson. 

Assistant General Counsel 
for the Bureau, of Internal Revenue. 

Of counsel: 

R. N. McMillan. 

Wilford H. Payne, 

Special Attorneys , 

Bureau, of Internal Revenue. 

WHP/MEP. 6-27-35. 


9 United States Board of Tax Appeals 

Horseshoe Lease Syndicate, petitioner 

v. 

Commissioner of Internal Revenue, respondent 
Docket Xo. 79343 

George S. Atkinson, Esq., and E. Grippen, Esq., for the petitioner. 
Joe D. Hughes, Esq., and Chester A. Gwinn, Esq., for the respond¬ 
ent. 
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MEMORANDUM OPINION 

Tyson: This proceeding involves an income-tax deficiency of 
$1,133.19, for the calendar year 1932. 

For that year a partnership return, Form 1065, of income was filed 
in the name of “Horseshoe Lease Syndicate”, which return was not 
accepted as correct, and a substitute corporation return. Form 1120, 
was prepared and filed by the respondent. The deficiency in con¬ 
troversy results from the respondent’s determination that the peti¬ 
tioner was engaged in business during the taxable year as an 

10 association taxanle as a corporation. A formal deficiency 
notice was mailed to “Horseshoe Lease Syndicate” and the peti¬ 
tion herein, filed in that name, was verified by W. A. Patterson and 
P. T. Fullwood as the managers, supervisors, and the duly authorized 
agents of the Horseshoe Lease Syndicate. 

The only issue presented is whether the petitioner constituted an 
association within the meaning of section 1111 (a) (2) of the Rev¬ 
enue Act of 1932 and as such subject to income tax as a corporation 
for the year 1932. 

This proceeding has been submitted upon a stipulation of facts 
and testimony adduced at the hearing. The stipulation of facts 
and the numerous exhibits attached thereto are incorporated herein 
by reference, but only so much thereof will be set out herein, to¬ 
gether with other facts established by the oral testimony, as is 
deemed essential to decision of the issue presented. 

On January 28, 1931, W. J. Brightwell et al., the joint owners 
and claimants of an interest in a tract of about 65 acres of land 
known as the Brightwell place located in Rusk County, as parties 
of the first part, and J. Edgar Finley, P. T. Fullwood, and the Pat¬ 
terson Drilling Company, a Texas corporation, as parties of the 
second part, entered into an agreement relating to that land. Such 
agreement provided, inter alia, that after the survey and platting of 
the land the first parties would execute an oil and gas lease to the 
second parties covering a parcel 600 feet by 660 feet in the tract 
subject to a %th royalty and a yearly rental of $1 per acre; 

11 that the second parties would organize a syndicate having 350 
units, par value of $100 each, for the purpose of drilling wells 

on the 600-foot by 660-foot tract, and marketing the products there¬ 
from, and would, as balance of the consideration for said lease, de¬ 
liver 35 of such units to the first parties; that the second parties 
would commence drilling within a specified time, complete and equip 
a well at their own expense, and under certain conditions would drill 
and equip a second well; and that an escrow agent would deliver the 
executed lease to the second parties after they had spudded in the 
first well. Such agreement was executed and" acknowledged by all 
of the necessary parties thereto and was recorded in the deed records 
of Rusk County, Texas. Due to certain conditions which arose, some 
of the provisions of that agreement, immaterial here, were not carried 
out. 

Pursuant to the agreement of January 28, 1931. W. J. Brightwell 
et al.. as lessors, executed and delivered in escrow an oil and eras 
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a tern* of 5 years and as long thereafter as oil. "as or other mineral 
was produced from the leased premises. The lease was duly signed 
and acknowledged by the proper parties and was duly recorded on 
April 25. 1931, in the deed records of Rusk County, Texas. The 
lease embraced the northwest corner, described by metes and bounds, 
of the Brightwell 65-acre tract, and under the terms thereof the 
lessors reserved a royalty of %th of the oil produced and saved and 
certain royalties on gas and other minerals. The lessees were, under 
the agreement of January 2S, 1931, obligated to drill and equip at 
least one well. 

12 On May 16. 1931, Finley. Fullwood. and W. A. Patterson, 
the latter as an officer of the Patterson Drilling Company, 

filed, in Rusk County, Texas, under the “Assumed Name Law of 
Texas." a certificate of ownership under the assumed name of “Horse¬ 
shoe Lease Syndicate." That name was adopted to identify the 
lease. 

Finley. Fullwood, and the Patterson Drilling Company divided 
their joint interest in the lease into 350 fractional parts, and pur¬ 
suant to the agreement of January 28, 1931, they conveyed 35/350ths 
interests to the above-mentioned original lessors, which interests were 
to be non-assessable for any expenses incident to the drilling of the 
wells or the marketing of oil or gas produced therefrom. Also, 
prior to January 1, 1932. and as the owners thereof, they sold 
numerous undivided fractional interests in the lease for $100 for 
each l/350th interest for the purpose of financing the drilling and 
equipping of one well, retaining a large number of such interests 
for themselves. They executed and delivered an assignment for each 
such fractional interest in the following form: 

ASSIGNMENT OF OIL AND GAS LEASE 

Whereas J. Edgar Finley, P. T. Fullwood, Patterson Drilling Co. 
(a corporation) are the owners of oil. gas. and mining leases cover¬ 
ing the following described tract of land situated in Rusk County, 
Texas, to-wit: 

A tract of land off N. W. C. of W. P. Brightwell so-called 65- 
acre tract * * * (described bv metes and bounds). 

Said lease being recorded in the office of the County Clerk in and 
for said county, and 

Whereas the said lease and all rights thereunder or incident thereto 
are now owned bv J. Edgar Finlev. P. T. Fullwood. and Patterson 
Drilling Co., a corporation. 

Now. therefore, for and in consideration of One Dollar (and other 
good and valuable considerations), the receipt of which is hereby 
acknowledged, the undersigned, the present owners of the said lease 
and all rights thereunder or incident thereto, do hereby bargain, sell, 
transfer, assign, and convey unto_ 

13 and undivided_interest in and to all of 

the right, title, and interest of the original lessee, in so far as 

this consignment covers a strip off the west side of above-described 
tract (to be cut off by a line parallel to the west line of same and 
sufficient distance therefrom (300 feet at right angles to said line) 
to include two locations spaced at least 150 feet from any side and 
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at least 300 feet apart (location number one to location number 
two), together with all personal property thereto belonging; to have 

and to hold unto the said _ heirs, 

successors, and assigns. 

And for the same consideration, the undersigned, for theirselves, 
and their heirs, successors, and representatives, does covenant with 

the said assignee.-heirs, successors, and assigns, 

that they are the lawful owners of the said lease, and rights, inter¬ 
ests, and appurtenances thereto belonging; that the undersigned has 
good right and authority to sell and convey the same, and that said 
rights, interests, and property are free and clear from all liens and 
encumbrances, and that all rentals and royalties due and payable 
thereunder have been duly paid. 

1. In consideration of the grantee, herein above named, purchasing 
this assignment and the leasehold property herein conveyed, J. Ed¬ 
gar Finley, P. T. Full wood, Patterson Drilling Co. hereby contract 
and agree to do the following things, to-wit: 

(a) To drill at their own cost and expense, one well on the lease 
above described; said well to be drilled to a depth of 3,700 feet unless 
granite in solid formation in its regular place is encountered at a 
lessor depth and in such quantities as to render it impenetrable; 
or unless oil or gas in paying quantities be encountered at a lesser 
depth. The said owners shall have the right to drill an additional 
well on said lease, if in their judgment it appears to be to the best 
interest of the owners of this lease; and the expense of drilling and 
equipping such additional well and all equipment necessary for said 
lease, shall be paid out of the funds received from the sale of oil or 
gas produced from said lease; it being specifically understood that 
J. Edgar Finley, P. T. Fullwood, and Patterson Drilling Co. only 
contract to drill one well; but they may drill an additional well, if in 
their judgment it appears to be to the best interests of all the owners 
of said lease. J. Edgar Finley, P. T. Fullwood, and Patterson 
Drilling Co. (a Corporation), reserve the right, and they are also 
expressly empowered to borrow money for the purpose of drilling 
and equipping such additional well, and pledge and encumber by 
giving a lien thereon, said lease, in whole or in part, for the purpose 
of securing the payment of all money so borrowed. 

14 2. In consideration for J. Edgar Finley. P. T. Fullwood, 

and Patterson Drilling Co. doing the things set out and stip¬ 
ulated in the paragraph numbered above and in subdivision ‘‘a” 
thereof, the owner and holder of this assignment agrees that J. 
Edgar Finley, P. T. Fullwood. and Patterson Drilling Co. shall 
operate said lease above described for the benefit of all the parties 
interested in said lease; and shall collect for all pipe-line runs of oil 
from said lease, and likewise, collect all money to be received from 
the sale of gas from said lease; and after having paid all proper 
operating expenses, shall distribute and pay to the owners of said 
lease such proportion of the remaining proceeds as their respective 
interests in said lease shall entitle them to receive, according to the 
proportionate pari of said lease they then own. 

3. It is further agreed by the parties hereto tlud the undersigned 
J. Edgar Finley. P. T. Fullwood. and Patterson Drilling Co. shall 
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all or any part of the above-described leasehold property on such 
terms and conditions and at such price as in their judgment shall 
seem best and proper, and the said J. Edgar Finley, P. T. Full wood, 
and Patterson Drilling Co., as a part of this sale, hereby reserve the 
power and right to make such sale or sales of all or any part of said 
property, and to transfer, convey, and assign the same; and as an 
incident thereto, they shall execute and deliver all such written in¬ 
struments as may be necessary or required to properly and legally 
convey 1 and assign good title thereto, to the purchaser or purchasers 
thereof. And the said J. Edgar Finley, P. T. Full wood, and Pat¬ 
terson Drilling Co. are, for the purpose of making such sale or sales, 
fully and completely authorized and empowered to sign the name 
of tlie grantee herein to any and all instruments that may be neces¬ 
sary to be executed and in all other respects to act in said grantee’s 
place and stead as said grantee’s attorney in fact, executing, acting, 
and delivering such written instruments and muniments of title the 
same as said grantee could do if personally present and executing and 
delivering the same in person; and in accepting and buying this 
assignment, the grantee herein does so with the express understand¬ 
ing that the said J. Edgar Finley, P. T. F'ullwood, and Patterson 
Drilling Co., as above stipulated and provided, may act as attorney 
in fact for said grantee as above set out, the said grantee hereby 
ratifying and confirming all such lawful acts as the said J. Edgar 
Finley, P. T. Fullwood, and Patterson Drilling Co. shall do or cause 
to be done by virtue hereof. It is expressly understood and agreed, 
however, that when said leasehold property or any part thereof 
shall have been sold as herein provided, the said J. Edgar Finley, 
P. T. Fullwood, and Patterson Drilling Co. shall receive and dis¬ 
tribute to each of the parties owning an interest in said leasehold 
property or any part thereof, such proportionate part of the net 
proceeds derived from said sale as each of said parties shall be en¬ 
titled to receive, according to the interest each of the parties respec¬ 
tively owns in said leasehold property or part thereof. It is further 
agreed by and between the grantor and grantee herein that this 
instrument is to be effective as an assignment, transfer, and convey¬ 
ance of the interest herein described only when signed and acknowl¬ 
edged by both the grantor and grantee herein. 

15. J. Edgar Finley. P. T. Fullwood, and Patterson Drilling 
Co. hereby reserve the right to pay all money due to the owner 
of the interest hereby assigned to the grantee herein unless they 
shall have received notice that the interest hereby assigned has been 
sold and assigned by the grantee herein to some other person. All 
subsequent assignees of the interest herein assigned shall take said 
interest subject to and be bound by the terms, covenants, agreements, 
and reservations herein contained. 

In witness whereof, the undersigned owner and grantor has signed 

and sealed this instrument this_dav of_ 

A. D. 19_ 


Patterson Drilling Co. 


Grantee 


[seal] By 


Grantors 
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There was no restriction on the conveyance or reassignment by the 
assignees of such fractional leasehold interests, and, in fact, many of 
such interests were reassigned by the original assignees; and in such 
instances the operation of the leased premises was continued uninter¬ 
rupted by such transfers which were made subject to the agreement 
set out in the original assignments. 

Finley. Full wood, and the Patterson Drilling Company secured a 
drilling permit issued to the Horseshoe Lease Syndicate by the 
proper authorities of the State of Texas. Pursuant to their agree¬ 
ment with the lessors and the agreement contained in the assignment 
to each purchaser of a fractional interest, they drilled and equipped 
the first well on the leased premises at their own expense. The 
driller was paid in part by assignment by Finley, Full wood, and 
Patterson Drilling Company of a fractional interest in the lease out 
of their remaining joint interest therein and the equipment was 
paid for by each contributing the sum of $2,250 out of their 
16 own funds. A second well was drilled in 1933, payment for 
which was made out of ihe proceeds of oil and gas therefrom. 

During a period including the taxable year Finley, Fullwood, and 
Patterson, the latter as an officer and on behalf of the Patterson Drill¬ 
ing Company, oj>erated the leased premises and arranged for the sale 
of the oil produced therefrom and the distribution of the proceeds 
therefrom in accordance with the terms of their agreement with the 
lessors and their separate agreements with each purchaser of a frac¬ 
tional interest. Such operations were on behalf of the various coown¬ 
ers of fractional interests in the leased premises, including themselves, 
and no sale of that lease nor purchase of any additional lease was made 
by Finley, Fullwood. and the Patterson Drilling Company on behalf 
of such owners during the taxable year. Finley, Fullwood, and Pat¬ 
terson kept rheir records at various places and used convenient mailing 
addresses until they employed an accountant, in June 1931, and there¬ 
after their books and records were kept in that accountant’s office. 
There was no declaration of trust in connection with the Horseshoe 
Lease Syndicate or the leased premises, but to avoid the necessity of 
Finley. Fullwood, and Patterson all signing checks those three desig¬ 
nated Fullwood as trustee to sign such checks. 

Pursuant to a division order covering a %ths interest in the. leased 
premises and signed by D. M. Finley, J. Edgar Finley, P. T. Full- 
wood. and the Patterson Drilling Company, by \V. A. Patterson, the 
monthly checks from the pipe-line company for oil purchased were 
made payable to those four parties, who endorsed such checks, 
17 which were then deposited in the Citizens National Bank of 
Henderson. Texas, in an account captioned “Horseshoe Lease 
Syndicate.” After deducting the operating expenses, including the 
salaries paid to the auditor, a lease superintendent, and workmen, the 
monthly net proceeds from the oil runs were distributed pro rata each 
month to the owners of fractional interests by checks drawn on the 
bank account of the “Horseshoe Lease Syndicate,” such '•hecks being 
signed “Horseshoe Lease Syndicate, By P. T. Fullwood, Trustee.” 
No surplus in excess of anticipated expenses was ever maintained. 

During 1932 there were numerous owners of fractional interests in 
the leased premises, including Finley. Fullwood, and the Patterson 
Drilling Company, the latter three having retained a large number of 
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unsold fractional interests therein. Certificates or evidences of their 
interests other than the above-mentioned assignments and conveyances 
were never issued to them, or any of them. There was no limitation 
upon the personal liability as tenants in common of the various co¬ 
owners of the lease, except as to the original lessors as the owners of 
35/350ths interests therein. They never held any meetings; had no 
bylaws: paid no rent for office space; never borrowed any money: never 
made any declaration of trust; and they were never consulted with 
reference to the operation of the leased premises, except that written 
consent for the drilling of the second well was obtained from each 
owner of a fractional interest in the lease. 

The essential facts in this proceeding are not materially different 
from those in C. A. Everts et al. Jamison Lease Syndicate. 38 B. T. A. 
— No. 132, promulated October 28. 1938, and upon authority of 

18 that case we hold that the relation sustained between all of the 
coowners of undivided interests in the lease here involved was 

that of tenants in common of real estate; and that under the agree¬ 
ments of the various coowners with Finley, Fullwood, and the Patter¬ 
son Drilling Company there was simply the relation of principal and 
agent as between each of such coowners and Finley, Fullwood, and 
the Patterson Drilling Company. Neither relation was altered or 
affected by the fact that checks on the bank account of the Horseshoe 
Lease Syndicate were signed by P. T. Fullwood as Trustee as a matter 
of convenience between Finley, Fullwood, and Patterson. See T. A. 
Johnston, Trustee, Victory Lease. 38 B. T. A. — No. 154, promulgated 
November 22, 1938. We conclude that there does not exist any trust 
or other organization constituting an entity separate and apart from 
the individual coowners of the fractional interests in the lease and that 
the petitioner did not constitute an “association’' taxable as a corpora¬ 
tion within the meaning of section 1111 (a) (2) of the Revenue Act 
of 1.932. 

Decision will be entered for the petitioner. 

Enter: 

Entered Nov. 22, 1938. 

19 United States Board of Tax Appeals, Washington 

Docket No. 79343 


Horseshoe Lease Syndicate, petitioner 

v. 

Commissioner of Internal Revenue, respondent 

Decision 

Pursuant to the determination of the Board, as set forth in its 
Memorandum Opinion, entered November 22, 1938, it is ordered and 
decided that there is no deficiency in income tax for the year 1932. 
Enter: 

Entered Nov. 23, 193S. 

i 


(Signed) John A. Tyson, Member. 
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20 United States Board of Tax Appeals 

Docket No. 79343 

Horseshoe Lease Syndicate, petitioner 

v. 

Commissioner ok Internal Revenue, respondent 
Motion for reconsideration by the full board 

Comes now the respondent, Commissioner of Internal Revenue, 
by his attorney, J. P. Wenchel, Chief Counsel, Bureau of Internal 
Revenue, and respectfully moves this Honorable Board to vacate and 
set aside the opinion and decision entered November 22 and Novem¬ 
ber 23, 1938, respectively, in the above-entitled case by a Division of 
the Board, and to reconsider the same in its entirety by the full 
Board, both as to findings of fact and conclusions of law. As 
grounds for such motion the respondent respectfully avers as follows: 

The sole issue herein is whether or not the Horseshoe Lease Syndi¬ 
cate, the taxpayer, was engaged in business during the taxable year 
as an association and properly taxable as a corporation. A Division 
of the Board in a memorandum opinion of November 22, 1938, con¬ 
cluded that the petitioner did not constitute an association taxable 
as a corporation within the meaning of section 1111 (a) (2) of the 
Revenue Act of 1932, and decided the case upon authority of C. A. 
Everts, et al., Jamison Lease Syndicate, 38 B. T. A.—No. 132, pro¬ 
mulgated October 28, 1938. In so doing the respondent 

21 believes that the Board erred and that the opinion and de¬ 
cision are contrary to applicable provisions of law and decided 

cases. 

In the present case, the Board concluded that there did not exist 
any trust or other organization constituting an entity separate and 
apart from the individual owners of the fractional interests in the 
lease. The Board further found that rhe relation existing between 
all of the coowners was that of tenants in common in real estate, 
and that under the agreements executed by the various coowners 
with Finley, Full wood, and the Patterson Drilling Company, there 
was simply the relation of principal and agent as between each of 
such coowners and Finley, Fullwood and Patterson Drilling Com- 
pany. 

In the Everts case, supra, the Board determined that no business 
trust with corporate attributes existed, and, therefore, to find that 
the petitioners constituted “associations” taxable as corporations 
there must be found to exist some organization or body of persons 
whose control, direction, and participation in the conduct of that 
business enterprise bore corporate analogy. The Board further 
stated: 

“(1) In the instant case we have a number of coowners of undi¬ 
vided interests in an oil and gas lease which constituted interests in 
real property and each of them separately arranged for the develop¬ 
ment of their property through a nonrevocable agency. (2) It is 
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true that each coowner, as such, was necessarily interested in the 
business enterprise, of drilling: wells on the Jamison lease and pro¬ 
ducing: oil and gras therefrom for profit. (3) However, they had 
no agreement or arrangement among themselves as a group, pro¬ 
viding for the essential characteristics of corporate control of the 
enterprise. (4) They achieved a unity of purpose and opera- 

22 tion only through having a common agent. (5) There was 
nothing analogous to a corporate board of directors with 

broad powers to manage, direct, and control the enterprise. ((>) In¬ 
stead each coowner, separately and individually, appointed Everts 
his or her agent with powers and authority expressly delegated and 
fixed in advance by his or her individual agreement with Everts. 
(7) There was nothing analogous to corporate shareholders owning 
transferable certificates of interest. (8) Instead each party in in¬ 
terest was the owner of an undivided interest in real property, which 
was transferable only as real property. (9) There was nothing 
analogous to the limited liability of the members of a corporation, 
for here there was no limitation upon the liability of the coowners. 
(10) There was nothing analogous to corporate continuity, for while 
the agency of Everts was nonrevocable for a period of five years, 
the death of Everts within that period would have interrupted the 
continuance of the undertaking by termination of the agency.” 
(Numbering inserted.) 

The facts of the present case and those of the Everts case are at vari¬ 
ance in many important particulars. 

1. The assignments in the present case (Exhibit D) were more than 
mere interests in real property. They specifically provided for the 
conveyance of all personal property belonging to the leasehold, and 
to that extent at least it may be said that they were evidences of owner¬ 
ship of personalty, as distinguished from the realty. Furthermore, 
the nonrevocable agency which the Board found existed in the Everts 
case is beyond the record in the present case. 

2. The present case is similar to the Everts case in that each holder 
of the fractional interests was necessarily interested in the business en¬ 
terprise of drilling wells on the leasehold and producing oil and gas 

therefrom for profit. 

23 3. The Board’s findings in the Everts case that there was no 
agreement or arrangement among the co-owners as a group, pro¬ 
viding for the essential characteristics of corporate control of the en¬ 
terprise is diametrically opposed to the facts of the present case. The 
assignments were executed between Finley. Fullwoocl ami Patterson 
Drilling Company and the assignees (Exhibit D). Each contained 
the following provision. 

“* * * The owner and holder of this assignment agrees that J. 

Edgar Finley. P. T. Fullwood, and Patterson Drilling shall operate 
said lease al)Oce described for the benefit of all the parties interested 
in said lease; * * *.” [Italics supplied.] 

That provision should be contrasted with the following limitation 
contained in the assignments in the Everts case: 

“This power of attorney shall be construed so that said agent in 
performing said duties, shall act for vie separately from all others , 
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even though other owners of interest are represented by him.” [Italics 
supplied.] 

It is also probable in the case of the Horseshoe Lease Syndicate that 
as a matter of law there was an agreement or arrangement among the 
several unit-holders as a group providing for the operation of the 
property as a business enterprise. Of. The Satanita (1895), P. D. 248, 
aff’d. subnom. Clarke v. Dunraven (1897), App. Cas. 59. 

4. In both cases, the unit-holders achieved a unity of purpose and 
operation, not through having a common agent, but through having a 
common enterprise or a joint business venture, which is one of the prin¬ 
cipal tests of whether or not an association exists for Federal income- 
tax purposes. 

24 5. The Board found in the Everts case that there was nothing 
analogous to a corporate board of directors with broad powers 

to manage, direct, and control the enterprise. Such finding is in no 
way applicable to the present case, but, on the contrary, Finley, Full- 
wood, and W. A. Patterson, as an officer of Patterson Drilling Com¬ 
pany, did operate in the nature of a corporate board of directors and 
actually possessed broad powers to manage, direct, and control the en¬ 
terprise. That conclusion is supported by the great preponderance 
of evidence of record. 

6. In the Everts case, it was found that Everts had been appointed 
as agent of the co-owners with certain powers and authority expressly 
delegated and fixed in advance by each individual agreement. In the 
present case, one of the principal powers possessed by Finley, Full- 
wood and Patterson Drilling Company, was the right to make such 
sale or sales of all or any part of the property and to transfer, convey, 
and assign the same, which power was retained by way of reservation 
in the assignments and was never delegated to them by the unit- 
holders. Furthermore, the powers possessed by Finley, Fullwood and 
Patterson Drilling Company were extremely broad and permitted 
almost unlimited operation of the leasehold without hinderance or 
restriction from the unit-holders. 

25 7. The Board in the Everts case also found that there was 
nothing analogous to corporate shareholders owning transfer¬ 
able certificates of interest. The present case contained no prohibition 
against the transfer of the units and many in fact were transferred 
by the informal method of merely advising the Horseshoe Lease 
Syndicate that the unit or units had been sold (Exhibit E). The 
units were certainly transferable certificates of interest, and the unit- 
holders, who received monthly payments in the nature of dividends 
from the Syndicate, were comparable to corporate shareholders. 

8. The Board in the Everts case found that each party in interest 
was the owner of an undivided interest in real property, which was 
transferable only as real property. While the unit-holders in the 
present case were the owners of an undivided interest in realty, they 
were also the owners of the personal property located on the lease¬ 
hold and to that extent the certificates were something other than 
an interest in realty. The assignments of fractional interests con¬ 
tained a clause transferring an interest in all personal property 
located on the leasehold (Exhibit D). 


___ _ • * 


151011—SO' 
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9. A limited liability, at least as to the holders of the 35 units 
issued to the Bright well heirs, is to be found in the present case. 

10i The Board found in the Everts case that there was nothing 
analogous to corporate continuity, for while the agency of 

26 ! Everts was non revocable for a period of five years, the death of 

Everts within that period would have interrupted the con¬ 
tinuance of the undertaking by a termination of the agency. That 
one finding alone demonstrates the dissimilarity between the Everts 
ease i and that of the Horseshoe Lease Syndicate. The Patterson 
Drilling Company went into receivership during the operation of the 
Syndicate, but the so-called agency relationship was not terminated, 
and W. A. Patterson individually continued his active participation 
in the Horseshoe Lease Syndicate and not W. M. Preston, the receiver 
of Patterson Drilling Company (Transcript 37). Furthermore, it 
has been stipulated that many of the assignments were reassigned, 
which did not terminate the life of the Syndicate, and the record 
conclusively shows that some of the unit-holders died subsequent to 
tlie original sale of the fractional interests in the lease to them, but 
that the deaths of the unit-holders did not terminate the Syndicate 
(T. 33). If the relationship was merely that of principal and agent 
as the Board has concluded, how could such relationship survive the 
death of the so-called principals, or the termination of one of the 
agents as a legal entity? 

27 Other important differences between the two cases may be 
illustrated in columnar form: 

EVERTS CASE 1 HORSESHOE LEASE SYNDICATE 

1. Everts during the past 15 ‘‘That immediately after placing 

years conducted his individual said plat of record as aforesaid, 
business in sole proprietorship un- Second Parties will organize a 
der the trade name ‘’Everts Drill- syndicate for the purpose of drill¬ 
ing Company” (page 2). ing the well or wells, * * * 

(Ex. A). 

2. “Everts, alone, directed the W. A. Patterson and P. T. Full- 

development of the property, wood, together with J. Edgar 
managed the production and sale Finley, supervised and conducted 
of oil and gas produced therefrom, the business of the Horseshoe 
and distributed the proceeds Lease Syndicate (Ex. Q; Tr. 58, 
thereof” (page 2). 65). The* Syndicate employed two 

salaried employees during the tax¬ 
able year, an auditor and a lease 
i superintendent, and also other em- 

! ployees (Stip. par. 10: Tr. 41). A 

salesman was employed to sell the 
units on a commission basis (Tr. 
31.32.48). 

3. All of Everts’ transactions The bank account of the Horse- 

were reflected in his personal shoe Lease Syndicate was and still 
books of account, kept in the name is maintained at the Citizens Na- 
of Everts Drilling Company tional Bank, Herndon, Texas 
(page 2. 3). (Stip. par. 9? Ex. I and L). 


‘References are to pages of the opinion, .IS B. T. A. No. 1.12. 
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EVERTS CASE 

4. “He operated under that 
method because it had been his ex¬ 
perience that prospective investors 
would not purchase stock in a cor¬ 
poration or any interest under a 
declaration of trust formed to 
carrv out such an operation, but 
instead wanted a direct assign¬ 
ment of an interest in his leases” 
(page 3). 

28 5. Current expenses in 

the Everts case were lim¬ 
ited to $100 a month for pumping 
charges, and an additional charge 
of $100 per month, to cover all 
supervision and office overhead 
(page 3). 

G. The terms of the assignments 
are entirely dissimilar: “for my¬ 
self and not jointly with any one 
else.” 

“shall act for me separately from 
all others, even though other own¬ 
ers of interest are represented by 
him” (pages 4 and 5). 

7. “None of these, separately or 
collectively, were ever consulted 
by Everts as to the development 
and operation of the property” 
(page 5). 

8. Permits authorizing the drill¬ 
ing of two wells were applied for 
by Everts and granted to him by 
the appropriate officers of the 
State of Texas (page G). 


9. Everts deposited the pro¬ 
ceeds from the sale of oil in one 
of his personal bank accounts 
(page 6). 


HORSESHOE LEASE SYNDICATE 

Finley, Full wood, and Patter¬ 
son Drilling Company had con¬ 
tracted to organize a syndicate 
(Ex. A), and they also desired to 
have other parties associated with 
them in the venture (Tr. 9). 


No limitation existed as to ex¬ 
penses, which included compensa¬ 
tion insurance for its employees, 
postage, multigraphing, telephone 
calls, repairs, and employees sala¬ 
ries (Ex. J). or a total of $3,542.20 
for the taxable year (Ex. N). 
“hereby reserve the power and 
right to make such sale.” 


“shall operate said lease above de¬ 
scribed for the benefit of all 
parties interested in said lease.” 
“together with all personal prop¬ 
erty thereto belonging” (Ex. D). 

Finley, Full wood, and Patter¬ 
son Drilling Company obtained 
the consent of the other unit¬ 
holders before a second well was 
drilled (Stip. par. 7). 

The Horseshoe Lease Syndicate 
filed applications with the Rail¬ 
road Commission of Texas asking 
permission to drill the wells, and 
permits were issued by the Com¬ 
mission to the Syndicate granting 
permission for the drilling (Srip. 
par. 8; Exs. G and H). 

Monthly payments from oil 
runs were received from the pipe 
line company and deposited in the 
Citizens National Bank of Hern¬ 
don, Texas, in an account cap¬ 
tioned “Horseshoe Lease Syndi¬ 
cate” (Stip. par. 11). Printed 
checks bearing the name Horse¬ 
shoe Lease Syndicate were drawn 
upon the account in the name of 
the Syndicate by P. T. Fullwood, 
Trustee (Ex. J). 


18 
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EVERTS CASE 

29 1 10. ‘‘Despite the restric- 

! tion embodied in the power 
of attorney on the ‘conveyance’ by 
the assignee of a fractional inter¬ 
est in the Jamison lease, Everts 
did occasionally during the tax¬ 
able years reacquire fractional in¬ 
terests * * *” (page 7). 

11. “There were also occasions 
during the taxable years when tlie 
owner of a fractional interest dis¬ 
posed of such interest to a person 
other than Everts” (page 7). 


HORSESHOE LEASE SYNDICATE 

There was no restriction on the 
conveyance or transfer of the 
units, and the instruments them¬ 
selves specifically recognized that 
they were subject to transfer (Ex. 
D). Many were in fact sold or 
reassigned (Stip. par. 4). 

Such individual fractional in¬ 
terests evidenced by the assign¬ 
ments were subject to reassignment 
and many in fact were reassigned 
(Stip. par. 4). 


The respondent also avers that the Board erred in concluding that 
no trust or other organization constituting an entity separate and 
apart, from the unit-holders existed, and that the petitioner did not 
constitute an association taxable as a corporation within the meaning 
of section 1111 (a) (2) of the Revenue Act of 1932. That conclusion 
disregarded the plain language of Articles 1312 and 1313 of Regula¬ 
tions 77, which are valid interpretations of the statute. The Everts 
case ignored the Regulations and merely stated that the statutory 
definition of the term corporation includes associations. Unless the 
Board by the Everts opinion has inferentiallv taken the position that 
Article 1312 of Regulations 77 is an invalid interpretation of the 
statute, it is believed that the Regulations should be followed 
30 and the tests therein laid down applied to the facts of the present 
case. 

The respondent further avers that the Board erred in failing to find 
as facts the following numbered paragraphs set forth in the respond¬ 
ent’s Request for Findings of Fact: 

Paragraphs 3, 8, 9. 11 to IS, inclusive. 20. 22 to 27, inclusive, 29 to 
32. inclusive. 

The respondent believes that the opinion, which he now prays be 
reconsidered, is contrary to the facts of record and contrary to the law, 
and that reconsideration of the same by the full Board may eliminate 
useless delay and expense. 

Wherefore it is prayed that the opinion may be reconsidered by 
the full Board. 

Signed J. P. Wenchel. 

A. H. F. 

J. P. Wenchel, 

Chief Cattn.se 7 , 

Bnreatt of Internal Revenue. 

Of Counsel: 

Joe D. Hughes, 

Special Attorney . 

Bureau, of Internal Revenue. 


JDH/BVB. 



GUY T. HELVERING, COMMR. VS. HORSESHOE LEASE SYNDICATE 19 

31 United States Board of Tax Appeals, Washington 

Docket No. 79343 

Horseshoe Lease Syndicate, petitioner 

v. 

Commissioner of Internal Revenue, respondent 

Order denying reconsideration by the fail board 

Under date of November 22, 1938, a memorandum opinion by Divi¬ 
sion No. 1 (Tyson) was entered in the above-entitled proceeding. On 
December 13,1938, counsel for the respondent filed a motion for recon¬ 
sideration by the full Board of the opinion heretofore entered. Re¬ 
spondent’s motion has been carefully considered in connection with the 
report of the Division and it is not believed that the motion should be 
granted. Accordingly, the motion is denied. 

Respondent is granted an exception to the denial of his motion. 

(Signed) C. R. Arundell, 

Chairman. 

Dated: December 15, 1938. 

32 In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket No. 79343 

Guy T. Helvering, Commissioner of Internal Revenue, petitioner 

on REVIEW 


v. 

Horseshoe Lease Syndicate, respondent on review 

Petition for review and assignments of error 

To the Ho-norable Judges of the United States Court of Appeals for 
the District of Columbia: 

Now comes Guy T. Helvering, Commissioner of Internal Revenue, 
by his attorneys, Janies W. Morris, Assistant Attorney General; J. P. 
Wenchel, Chief Counsel, Bureau of Internal Revenue; and Claude R. 
Marshall, Special Attorney, Bureau of Internal Revenue, and respect¬ 
fully shows: 

I 

JURISDICTION 

That the Petitioner on Review (hereinafter referred to as the Com¬ 
missioner) is the duly appointed, qualified, and acting Commissioner 
of Internal Revenue, appointed and holding his office by virtue of the 
laws of the United States; that the Respondent on Review (hereinafter 



20 guy t. helve king, commr. vs. horseshoe lease syndicate 

sometimes called the taxpayer) is an association with its principal 
offices at 1(H Thomas Building, Dallas. Texas. 

33 The taxpayer filed an information partnership income-tax 
return (form 1065) for the year 1932 with the Collector of In¬ 
ternal Revenue for the Second Collection District of Texas. The 
Commissioner did not consider the aforementioned return as properly 
prepared, made, and filed, and accordingly prepared a “substitute” 
return on Form 1120. “Corporation Income and Excess Profits Tax 
Return,” the taxpayer being an association taxable as a corporation. 
There being no return made by the taxpayer as required by statute for 
the year 1932, the decision of the United States Board of Tax Appeals 
entered herein is reviewable by the United States Court of Appeals for 
the District of Columbia. 

The Commissioner seeks a review of the decision of the United 
States Board of Tax Appeals by virtue of tlie provisions of the Revenue 
Act of 1926, Sections 1001-1005. c. 27. 44 Stat. 9. as amended by the 
Revenue Act of 1928. Section 603, c. 852, 45 Stat. 873, and further 
amended by the Revenue Act of 1932, Section 1101, c. 209, 47 Stat. 169, 
and as further amended by the Revenue Act of 1934, Section 519, c. 277, 
48 Stat. 680. and subsequent revenue acts. 

II 

nature of controversy 

On February 5, 1935, the Commissioner, in accordance with Section 
272 (a) of the Revenue Act of 1932, as amended by Section 501 of the 
Revenue Act of 1934. advised the respondent on review by 

34 registered mail that the determination of its income-tax liabil¬ 
ity for the taxable year 1932 disclosed a deficiency in tax of 

$1,133.19, it having been classified as an association taxable as a cor¬ 
poration. Thereafter, on May 2. 1935, the respondent on review filed 
an appeal from said notice of deficiencv with the United States Board 
of Tax Appeals. The Commissioner filed his answer to the petition on 
June 29. 1935. 

The case was heard by the Board of Tax Appeals on February 26, 
1938, |and on November 22. 1938, the Board entered its Memorandum 
Opinion and on November 23. 1938. entered its decision ordering and 
deciding that there is no deficiency in income tax for the year 1932. 
Thereafter, on December 13,1938. the Commissioner filed a Motion for 
Reconsideration by the full Board, as provided by Section 601 of the 
Revenue Act of 1928. and on December 15. 1938. the Board denied the 
motion and granted an exception to the said denial. 

The sole issue presented is: Whether the taxpayer is an “association” 
within the meaning of Section 1111 (a) (2) of the Revenue Act of 1932 
and regulations promulgated under said Act (Articles 1312-1313, 
Regs. 77). 

On January 28. 1931. W. J. Bright well, et ah. the joint owners and 
claimants of an interest in a tract of land located in Texas known as 
the Brightwell place, as parties of the first part, and J. Edgar Finley, 
P. T. Fullwood. and the Patterson Drilling Company, a Texas cor¬ 
poration, as parties of tile second part, entered into an agreement 
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35 relating to that land. It was provided that the first parties 
would execute an oil and gas lease to the second parties on a cer¬ 
tain parcel of the land subject to a one-eighth royalty and a yearly 
rental of $1 j^er acre; that the second parties would organize a syndi¬ 
cate having 350 units, par value of $100.00 each, for the purpose of 
drilling wells on said leased tract and marketing the products there¬ 
from. and also would deliver 35 units to the first parties as part of its 
consideration. The second parties were to commence drilling within a 
certain time at their own expense. The lease was for a term of five 
years and as long thereafter as oil. gas. or other mineral was produced 
from the leased premises. On May 16. 1931. Finley, Fullwood. and 
W. A. Patterson, the latter an officer of the Patterson Drilling Com¬ 
pany, filed in Rusk County. Texas, a certificate of ownership under the 
assumed name of ‘‘Horseshoe Lease Syndicate.” which name was 
adopted to identify the lease. In accordance with the aforesaid agree¬ 
ment, 35/350ths interests were delivered to the original lessors, which 
interests were to be nonassessable for any expenses incident to drilling 
of wells or marketing products. They sold numerous of the undivided 
fractional interests in the lease and delivered an assignment for each 
unit sold. They retained a large number of units for themselves. 

There was no restriction on the conveyance or reassignment by the 
assignees of such fractional leasehold interests and. in fact, many 
of such interests were reassigned by the original assignees and 

36 in such instances the operation of the leased premises was con¬ 
tinued uninterrupted by such transfers which were made subject 

to the agreement set out in the original assignments. 

Finley, Fullwood, and the Patterson Drilling Company drilled the 
first well at their own expense. A second well was drilled in 1933. pay¬ 
ment for which was made out of the proceeds of oil and gas therefrom. 
The aforesaid parties operated the leased premises and arranged for 
the sale of oil produced and the distribution of the proceeds therefrom. 
They designated Fullwood as trustee to sign checks. The pipe-line com¬ 
pany paid for oil purchased by checks made to the aforementioned 
parties, who. after deducting certain expenses, distributed the re¬ 
mainder pro rata to the unit holders each month. The bank account 
was kept in the name of “Horseshoe I^ease Syndicate” and checks were 
signed “Horseshoe Lease Syndicate by P. T. Fullwood. Trustee.” 

The Commissioner determined that the taxpayer constituted an 
“association” taxable as a corporation. The Board of Tax Appeals 
held that the relation sustained between all of the coowners of undi¬ 
vided interests in the lease was that of tenants in common of real estate; 
that under the agreements of the various coowners with Finley, Full- 
wood. and the Patterson Drilling Company there was simply the rela¬ 
tion of principal and agent as between each of such coowners and said 
parties: that neither relation was altered, nor affected, by the fact 
that checks on the bank account of the Hoi-seshoe Lease Svndi- 

37 cate were signed by P. T. Fullwood. Trustee; that there did not 
exist any trust or other organization constituting an entity sep¬ 
arate and apart from the individual coowners of the fractional interests 
in the lease; and that the taxpayer did not constitute an “association” 
taxable as a corporation within the meaning of Section 1111 (a) (2) 
of the Revenue Act of 1932. 
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It is submitted that the holders of fractional interests were asso¬ 
ciated in a common business enterprise for profit and that the instant 
case meets all the requirements of the statutes as interpreted by the 
Supreme Court relating to the taxation of associations as corporations 
(Morrissey et al. v. Commissioner (1935) 296 U. S. 344; Swanson et 
al. vJ Commissioner (1935), 296 U. S. 362; Helvering v. Combs et 
al. (1935). 296 U. S. 365; and Helvering v. Coleman Gilbert Asso¬ 
ciates (1935), 296 U. S. 369; also see Bert v. Helvering (1937), 92 F. 
(2d) 491.) 

Ill 

ASSIGNMENTS OF ERROR 

That the Commissioner of Internal Revenue being aggrieved by the 
opinion and decision of the United States Board of Tax Appeals in 
these proceedings hereby petitions for a review of said opinion and 
decision by the United States Court of Appeals for the District of 
Columbia, and for the correction of the manifest errors which 
therein occurred and intervened to his prejudice. The errors 

38 I committed by the Board, which are relied upon by the Com¬ 

missioner as the basis of this petition for review, are as 
follows : 

1. The Board of Tax Appeals erred in holding and deciding that 
the taxpayer did not constitute an association taxable as a corpora¬ 
tion within the meaning of Section 1111 (a) (2) of the Revenue Act 
of 1932. 

2. The Board of Tax Appeals erred in not holding and deciding 
that the taxpayer is an association taxable as a corporation within 
the meaning of Section 1111 (a) (2) of the Revenue Act of 1932 and 
the regulations promulgated thereunder. 

3. The Board of Tax Appeals erred as a matter of law in that its 
opinion and decision fail to properly construe and interpret Section 
1111 (a) (2) of the Revenue Act of 1932 and the regulations promul¬ 
gated thereunder (Article 1312, Regulations 77). 

4. The Board of Tax Appeals erred as a matter of law in that its 
opinion and decision in effect restrict the definition of an “associa¬ 
tion” taxable as a corporation as defined by the provisions of the 
Revenue Act of 1932 and the regulations promulgated thereunder 
(Articles 1312-1313, Regulations 77). 

5. The Board of Tax Appeals erred as a matter of law in holding 
and deciding that there does not exist any trust or other organiza¬ 
tion constituting an entity separate and apart from the individual 
co-owners of the fractional interests in the lease, there being no 

substantial evidence to support such finding and conclusion. 

39 6. The Board erred as a matter of law in holding and decid¬ 
ing that the relation sustained between all of the co-owners of 

undivided interests in the lease here involved was that of tenants in 
common of real estate, there being no substantial evidence to support 
such finding and conclusion. 

7. The Board of Tax Appeals erred as a matter of law in holding 
and deciding that under the agreements of the various co-owners with 
Finley, Full wood, and Patterson Drilling Company there was simply 
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the relation of principal and agent as between each of such co-own¬ 
ers and the said parties, there being no substantial evidence to 
support such finding and conclusion. 

8. The Board of Tax Appeals erred as a matter of law in failing 
to hold and conclude that each of the holders of a fractional interest 
was associated in a common business enterprise of drilling wells on 
leasehold property and producing oil and gas therefrom for profit, 
there being substantial evidence to support such finding. 

9. The Board of Tax Appeals erred as a matter of law in failing 
to hold and decide that the operations of the “Syndicate” resembled 
in general form and mode the procedure of a corporation, there being 
substantial evidence to support such a finding. 

10. The Board of Tax Appeals erred as a matter of law in failing 
to hold and find that Finley. Full wood, and W. A. Patterson, as an 

officer of the Patterson Drilling Company operated in the 

40 nature of a corporate board of directors and actually possessed 
broad powers to manage, direct, and control the enterprise, 

without hindcrnnce or restriction from the unit holders, there being 
substantial evidence to support such findings. 

11. The Board of Tax Appeals erred as a matter of law in failing 
to find and hold that the units of fractional interests were equivalent 
to transferable certificates of interest and the unit holders received 
monthly payments in the nature of dividends from the Syndicate, 
there being substantial evidence to support such a finding. 

12. The Board of Tax Appeals erred as a matter of law in failing 
to find and decide that the taxpayer failed to adduce evidence suffi¬ 
cient to overcome the presumption of correctness of the Commis¬ 
sioner’s determination that the taxpayer is an association taxable as 
a corporation. 

13. The Board erred in that its conclusions of law and findings of 
fact are without substantial evidence to support them. 

14. The Board of Tax Appeals erred in holding and deciding that 
the essential facts in this proceeding are not materially different from 
those in the case of C. A. Everts et ah, Jamison Lease Syndicate, 
38 B. T. A. — No. 132 (October 28.1938) and that the decision in that 
case is controlling in the instant case. 

15. The Board of Tax Appeals erred as a matter of law in denying 
the Commissioner's Motion for a review and reconsideration by the 
whole Board of the Memorandum Opinion of the Member who pre¬ 
sided at the hearing. 

41 16. The Board of Tax Appeals erred in finding and deter¬ 
mining that there is no deficiency in income tax for the year 

1932. 

17. The Board of Tax Appeals erred in failing to find and deter¬ 
mine that there, is a deficiency in income tax liability of the taxpayer 
for the year 1932 in the amount of $1,133.19. 

Wherefore, the Commissioner petitions that said findings of fact 
and Memorandum Opinion and Decision of the United States Board 
of Tax Appeals be reviewed by the United States Court of Appeals for 
the District of Columbia; that a transcript of the record be prepared 
in accordance with the law and the rules of said Court and be trans¬ 
mitted to the Clerk of said Court for filing; and that appropriate 
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action be taken to the end that the errors herein complained of may 
be reviewed and corrected by said Court. 

(Sgd.) James W. Morris, 

! Assistant Attorney General. 

(Signed) J. P. Wenchel, 

, R. L. W. 

i J. P. Wenchel. 

Chief Counsel, 
Bureau- of Internal Revenue. 

Of counsel: 

Claude R. Marshall. 

Special Attorney , 

Bureau of internal Revenue. 

CRM/mtr. 1/26/39. 

42 United States of America, 

District of Columbia , ss: 

Claude R. Marshall, being duly sworn, says that he is a Special 
Attorney in the Bureau of Internal Revenue and as such is duly au¬ 
thorized to vertify the foregoing petition for review; that he has read 
said petition and is familiar with the contents thereof; that said 
petition is true of his own knowledge except as to the matters therein 
alleged on information and belief, and as to these matters he believes 
it to be true. 

! (Sgd.) Claude R. Marshall, 

i Claude R. Marshall. 


Sworn and subscribed to before me this 6 day of February 1939. 
i (Sgd.) Marcellette M. Taylor, 


My commission expires 4/1/40. 


Notany Public. 


43 In the United States Court of Appeals for the District of 

Columbia 


B. T. A. Docket No. T9343 


Guy T. Hfxvering, Commissioner of Internal Revenue, petitioner 

on REVIEW 

V. 

Horseshoe Lease Syndicate, respondent on review 
Notice of fling petition for review 
To P. T. Fullwood, trustee. 

Horseshoe Lease Syndicate. 10:\ Thomas Building, Dallas , Texas. 

You are hereby notified that the Commissioner of Internal Revenue 
did, on the 9th day of February 1939, file with the Clerk of the United 
States Board of Tax Appeals, at Washington. D. a petition for 
review by the United States Court of Appeals for the District of Co¬ 
lumbia, of the decision of the Board heretofore rendered in the above- 
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entitled ease. A copy of the petition for review and the assignments 
of error as filed is hereto attached and served upon you. 

Dated this 9th day of February 1939. 

(Signed) J. P. Wenchel, 

R. L. W. 

J. P. Wenciiel, 

('kief Cou nsel, 
Bureau of Internal Revenue. 

Personal service of the above and foregoing notice, together with a 
copy of the petition for review and assignments of error mentioned 
therein, is hereby acknowledged this 10th day of February 1939. 

P. T. Full wood, 
Respondent on. Review. 

CRM/TA. 1-20-39. 

44 In the United States Court of Appeals for the District of 

Columbia 


B. T. A. Docket No. 79343 


Guy T. Helvering, Commissioner of Internal Revenue, petitioner 

on review 

v. 

Horseshoe Lease Syndicate, respondent on review 

Notice of filing petition for review 

To George S- Atkinson., Esq., 

1502 Dallas National Bank Building , Dallas , Texas. 

You are hereby notified that the Commissioner of Internal Revenue 
did, on the 9th day of February 1939, file with the Clerk of the United 
States Board of Tax Appeals, at Washington. D. C., a petition for 
review by the United States Court of Appeals for the District of Co¬ 
lumbia. of the decision of the Board heretofore rendered in the above- 
entitled case. A copy of the petition for review and the assignments 
of error as filed is hereto attached and served upon you. 

Dated this 9th day of February 1939. 

(Signed) J. P. Wenchel, 

R. L. W. 

J. P. Wenchel, 

Chief Counsel , 
Bureau of Internal Revenue. 

Personal service of the above and foregoing notice, together with a 
copy of the petition for review and assignments of error mentioned 
therein, is hereby acknowledged this 16th day of February 1939. 

Geo. S. Atkinson, 
Attorney for Respondent on Review. 

2/1/39. CRM/mtr. 
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45 In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket Xo. 79343 

Guy T. Helvering, Commissioner of Internal Revenue, petitionee 

on review 

V. 

Horseshoe Lease Syndicate, respondent on review 

Notice of filing petitio , n for review 

To W. A. Patterson. 

c/o Ilor.sex hoe Lease Syndicate . 

lOJf. Thomas Building . Dallas, Texas. 

Yog are hereby notified that the Commissioner of Internal Revenue 
did. on the 9th day of February 1939. file with the Clerk of the United 
States Board of Tax Appeals, at Washington, D. C., a petition for 
review by the United States Court of Appeals for the District of Co¬ 
lumbia. of the decision of the Board heretofore rendered in the above- 
entitled case. A copy of the petition for review and the assignments 
of error as filed is hereto attached and served upon you. 

Dated this 9th day of February 1939. 

(Signed) J. P. Wenchel, 

R. L. W. 

J. P. Wenchel. 

Chief Counsel. 

, Bureau of Internal Revenue. 

Personal service of the above and foregoing notice, together with a 
copy of the petition for review and assignments of error mentioned 
therein, is hereby acknowledged this 17th day of February 1939. 

W. A. Patterson, 

Respondent on Review. 

CRM/TA. 1-20-39. 

46 In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket No. 79343 

Guy T. Helvering. Commissioner of Internal Revenue, petitioner 

on REVIEW 
V. 

Horseshoe Lease Syndicate, respondent on review 
Notice of filing petition for review 
To E. Crippen. Esq.. 

First. National Bank Building. 1)alias. Texas: 

You are hereby notified that the Commissioner of Internal Revenue 
did, on the 9th day of February 1939, file with the Clerk of the United 
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States Board of Tax Appeals, at Washington, D. C., a petition for 
review by the United States Court of Appeals for the District of 
Columbia of the decision of the Board heretofore rendered in the 
above-entitled case. A copy of the petition for review and the assign¬ 
ments of error as filed is hereto attached and served upon you. 

Dated this 9th day of February 1939. 

(Signed) J. W. Wenchel, 

R. L. W. 

J. P. Wenchel, 

Chief Counsel , 
Bureau of Internal Revenue. 

Personal service of the above and foregoing notice, together with a 
copy of the petition for review and assignments of error mentioned 
therein, is hereby acknowledged this 14 day of February 1939. 

E. Crifpen, 

Attorney for Respondent on Review. 

CRM/TA. 1-26-39. 

4T In the United States Court of Appeals for the District of 

Columbia 


B. T. A. Docket. No. 79343 


Guy T. Helvering. Commissioner of Internal Revenue, petitioner 

on review 


v. 

Horseshoe Lease Syndicate, respondent on review 


Notice of fling petition for review 


To J. Edgar Finley, 

% Hors hoe Lease Syndicate , lOIf. Thomas Building. Dallas , Texas: 

You are hereby notified that the Commissioner of Internal Revenue 
did, on the 9th day of February 1939, file with the Clerk of the United 
States Board of Tax Appeals, at Washington, D. C., a petition for 
review by the United States Court of Appeals for the District of 
Columbia of the decision of the Board heretofore rendered in the 
above-entitled case. A copy of the petition for review and the assign¬ 
ments of error as filed is hereto attached and served upon you. 

Dated this 9th day of February 1939. 

(Signed) J. W. Wenchel, 

R. L. W. 

J. P. Wenchel, 

Chief Counsel , 
Bureau of Internal Revenue. 

Personal service of the above and foregoing notice, together with a 
copy of the petition for review and assignments of error mentioned 
therein, is hereby acknowledged this 20 day of February 1939. 

J. Edgar Finley, 
Respondent on Review. 


CRM/TA. 1-2G-39. 
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48 In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket No. 79343 

Guy T. Helverixg, Commissioner of Internal Revenue, petitioner 

on REVIEW 


V. 

Horseshoe Lease Syndicate respondent on review 

Statement of evidence 

This cause came on for hearing before the Honorable John A. Tyson, 
Member of the Linked States Board of Tax Appeals, on February 26, 
1938, at Dallas, Texas. George S. Atkinson, Esq., and E. Crippen, 
Esq., appeared for the taxpayer, the Horseshoe Lease Syndicate, and 
Joe D. Hughes, Esq., for the Commissioner of Internal Revenue. 

The! Member. I see this is in the notice of deficiency: “That your 
contention that the syndicate should be held to be an association 
taxable as a corporation has been denied.” 

Mr. Atkinson. A typographical error, apparently. 

Mr. Hughes. That is a copy filed by the petitioner. I have a copy 
which states that it should not be. the “not” inserted. I am reading 
from a copy of the original here. 

The Member. I don’t know that that is material, but should your 
exhibit be amended by the insertion of the word “not”? 

49 Mr. Hughes. For the purpose of the record the respondent 
will deny that the copy of the deficiency notice attached to the 

petition is a true and correct copy, and will allege that the third para¬ 
graph of the statement attached to the formal notice is the correct 
statement and should read as follows: “Your contention that the syn¬ 
dicate should not be held to be an association taxable as a corporation 
has been denied.” 

The Member. What you have just read is a true excerpt from tho 
notice of deficiency rather than what is shown on the exhibit filed with 
the petition ? 

Mr. Hughes. That is correct, your Honor. 

Mr. Atkinson. Your Honor, we recognize that that is a typographi¬ 
cal error in the deficiency notice, or in the copy which we are filing 
here. 

The Member. All right; proceed, gentlemen. 

Mr. Atkinson. If the Board please, at this time I desire to file in 
evidence, in duplicate, stipulation of certain of the facts, and at this 
time I desire to mention specifically exhibit “Q,” copy of which is 
being filed with the stipulation of facts; that is, the verification on 
the petition that it is urged by the petitioner should not be construed 
as an admission that this is an association, if that is the purpose of it. 
We are stipulating exhibit “Q” into the record, but we are not admit¬ 
ting that it is an admission against the contention of the petitioner 
here. 

50 i The Member. Is the respondent contending that it is an 
admission ? 

Mr. Hughes. If your Honor please, the respondent contends that 
exhibit “Q.” being the sworn verification attached to the petition, is in 
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evidence indicating that the Horseshoe Lease Syndicate was doing 
business in an organized capacity and that the three managers of the 
Horseshoe Lease Syndicate control the affairs of the Horseshoe Lease 
Syndicate, and the respondent contends that the verification, being 
under oath, should be regarded as evidence in the case, and it has been 
so stipulated. 

Mr. Atkinson. It has been stipulated that that is a part of the 
record. All taxpayers in these so-called association cases are uncer¬ 
tain as to just under what name to file their petitions, and we want 
to go on the assumption that it has no real bearing here; we are 
stipulating it is true but I just want to make that comment on it. 

The Member. Well, let the stipulation be received in evidence. 

A copy of the “Stipulation of Facts” received is attached hereto, 
together with the exhibits annexed thereto, and made a part of this 
statement of evidence. 

Thereupon, the taxpayer, to maintain the averments of his peti¬ 
tion, called as a witness, 

Mr. W. A. Patterson who having been first duly sworn, was ex¬ 
amined and testified as follows: 

51 Direct examination bv Mr. Atkinson: 

I am W. A. Patterson, and I am in the oil business. I am 
engaged in no other line of business and I have never been engaged 
in any other line of business in recent years. I have been engaged 
in the drilling business. We filed a partnership return for the year 
1932 under the name of Horseshoe Lease Syndicate. The assets of 
this so-called Horseshoe Lease Syndicate in 1932 were an oil and gas 
lease and oil well. It was located in the R. D. Winn, Brightwell 
farm, Rusk County, Texas. I acquired that with assignees. 

Q. Who owned it? Who acquired it? When did you acquire it? 

A. P. T. Fullwood, J. Edgar Finley and the Patterson Drilling 
Company, a corporation. 

The Patterson Drilling Company is a Texas Corporation. I did 
not acquire any interest in this lease individually. I was president of 
the Patterson Drilling Company. There were three stockholders for 
corporate purposes. We owned virtually all of the stock, my wife 
and myself—we owned it all except one share. 

I have seen the document marked “Exhibit D” attached to the stipu¬ 
lation of facts which has been filed. That was an instrument used by 
me and the others interested in this lease—to convey interest in an oil 
and gas lease. The purpose in assigning these interests in this lease 
was we had this lease and we wanted to drill a well, and 

52 we wanted to sell some of the interests in the well. We 
didn't want to drill all the well ourselves so we decided to sell 

an interest in it for the purpose of drilling a well. Yes, we drilled a 
well. We paid for it. We used our own money. That was the first 
well. Yes. we drilled other wells. We paid for them out of oil of the 
well that was drilled—oil run. We paid for it out of the second well. 
We gave the interest out of oil runs in the second well to drill it by 
making a contract to drill a well. These contracts are just regular 
contracts in the field. The drilling of the second well was paid out 
of oil from the second well. We had a written contract. I think 
I have looked for that contract. I have an independent recollection 
of the terms of the contract. 
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The terms were that it was to be a turnkey job of $20,000.00 to 
drill that well out of oil for three-fourths of seven-eights of the oil. 

The No. 2 well was drilled under the arrangement mentioned in a 
letter addressed to me, a copy of which is attached to the Stipulation 
of Facts as ‘‘Exhibit F.” I and the other interested parties never 
had any office. We have an auditor and he keeps the books. We 
hired a man to keep the books and that is all there is to that. We 
started in 1931. We kept whatever records we had in our pocket 
to start with. We didn’t need any records. We went out and got a 
lease, oil and gas lease like anybody does. We went out and got this 
i lease, and Mr. Fullwood carried the lease with him and got it 

53 i signed in the different places; took it all around over the country 

and got it all going. 

We lived in Henderson, Texas. We were staying there at the 
time. The lease was near Henderson, Texas, in Rusk County. It 
was about 16 or IT miles. The Oil Exchange Building in Henderson 
is a name they had; it. was a building that was rented and cut up 
into a lot of office spaces, and it was owned by Mr. Winans, but 
we didn’t, as I remember, ever have a lease on it. I stayed in there. 
The Patterson Drilling Company had headquarters in there. Well, 
you couldn't say that I and the other interested parties in this lease 
had an office there, but we had a place that we stayed there. Now, 
Mr. Fullwood had offices in the front part of this before we got the 
lease; I don’t know whether he had it afterwards, or not; anyway, 
he stayed in an office, whether he had an office I don’t know. Later 
on we moved what records we had. We kept the records in that 
building at different places in that building, offices; kept them in Mr. 
Winan’s office some of the time, kept them back in another office 
there, and we had a‘tin box that we put things in. and we took that 
box wherever we moved, that we used for our records. 

The Horseshoe Lease Syndicate never paid any rent that I know 
of. My first connection with C. G. Morgan, C. P. A. was in June 
1931;: it was sometime in the summer of 1931 but I don’t know exactly 
i what time, but I guess the record would show—but I don't 

54 i know. I and my associates employed him as an auditor. 

After we left Henderson our records were kept in the office of 
the Patterson Drilling Company at Dallas for a while. I believe they 
were kept in the auditor's office a litt ie while, and they were probably 
moved up to the Patterson Drilling Company’s office for a little bit 
and then we just turned them over to the auditor; in fact, when we 
employed him we just turned the records and everything over to 
him. While these records were in the office of Patterson Drilling 
Company the Horseshoe Lease Syndicate never paid anv rent. We 
adopted the name of “Horseshoe Lease Syndicate’’ because we had 
to start under a name. When East Texas started it was going to be 
a big field, and you have to identify a lease, give it a name of some 
sort so that it will be known, and so we decided we would call this 
the Horseshoe Lease. We name all of our leases. 

I and the other interested parties signed the instrument referred 
to in the Stipulation of Facts as “Exhibit C''—which is a certification 
of the filing under the assumed name law of Texas. When Mr. 
Morgan started keeping our records. I and the other interested 
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parties paid him no rent for the use of his office. The people who 
purchased the undivided fractional interest in these leases had no 
meetings. Mr. Fullwood, Finley, and I had no regular meetings for 
the purpose of transacting business. We were just in the business 
of producing oil, and when I would want to get in touch with 

55 Mr. Fullwood I would call him 011 the telephone and ask him 
to meet me in Dallas, or Henderson, or Gladewater, or some¬ 
where else, and we would meet and decide what we would do with 
the lease; and Mr. Finley the same way, we would just get in touch 
with one another, and we do yet. 

Neither I and the other interest-holders under the name of Horse¬ 
shoe Lease Syndicate or any other name, have any declaration of 
trust. We had no bylaws. We never borrowed any money as far 
as I remember. There were no other evidences of interest given to 
purchasers other than that set out on the assignment of oil and 
gas lease, a copy of which is attached to the stipulation as “exhibit 
D.” That is all we had. Most of the grantees in these assignments 
(Exhibit D of Stip. of Facts); some of the grantees in these assign¬ 
ments signed these in the lower left-hand corner in the place provided 
for signature. 

We had our office, where we could be found; the Patterson Drill¬ 
ing Company has a field office down there; the Patterson Drilling 
Company didn’t have any office any more than we stayed down there, 
and lived down there, as we call it; that is where you get in touch 
with the Patterson Drilling Company, and anything pertaining to 
the Horseshoe Lease Syndicate, being one of the trustees, why, 
naturally we would give them the information if anybody wanted 
it, or any business we wanted to do, and Mr. Fullwood was there; 
he lived there, and Mr. Finley lived there in Henderson; they were- 
in and out of there, and they would naturally come by our 

56 place. The purchasers were buying an interest in oil and gas 
lease in our well to be drilled with a turnkey job; this was a 

turnkey job, just the same as if I would sell you a half interest, 
or a fourth interest and you would cut it up and sell somebody else 
an interest and somebody else an interest. They were purchasing 
an interest in a five-acre oil and gas lease with a well to be drilled. 
That was all that was represented. If a man came up and says, “I 
understand you are going to drill a well, I want to buy an interest, 
how much will you sell me,” “how much do you want,” “I want an 
interest, or two interests.” “How much money have you got?” “I 
have got $500.00 I want to put in.” “Well, we will sell you an 
interest in it according to that.” The only representation that we 
made was that we owned this lease and were going to drill the well. 
When Mr. Finley, Mr. Fullwood, and I would transact any business 
we would get together. We never had or kept any minutes, the only 
thing we would do, we would get together when we would sell these 
assignments, we would get together and sign them; sometimes we 
would be together, or sometimes I would sign them and leave them 
for Mr. Fullwood and he would get them and sign them and take 
them to Mr. Finley to sign them; there was no regular way in which 
they were signed any more than we would get together like anybody 
would operate in the field. 

15 - 1011—30 -:{ 
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Cross-examination by Mr. Hughes: 

The assets of the Horseshoe Lease Syndicate in 1932 consisted 
I of a lease and an oil well and the equipment. We had only 

57 one oil well in 1932. We drilled the second well in 1933. We 
got a permit in 1932. The second well was drilled about 

February 1933, I think. I think the third well was drilled in 1935. 
We had no money in the bank in 1932. 

We divided the money up every month; everybody gets their part 
of the oil runs every month; we never did create any reserve fund. 
Sometimes we owed the bank. We take all the money, figure how 
much money there was that the oil would come to. and divide it up. 
The total of the bank statement at the close of February. 1932 was 
$2,035.15 as shown by the statement of the Citizens National Bank of 
Henderson, Texas (Exhibit I). I paid for the drilling of the first 
well with our own money. It belonged to the parties, Fullwood, 
J. Edgar Finley and the Patterson Drilling Company. We actually 
paid out in cash for the expenses of drilling the first well and for all 
the equipment. We gave the contractor who drilled the well an 
interest. We did not give an interest to the person who sold us the 
equipment. The Horseshoe Lease Syndicate never owned an office 
and they never rented an office. They never had an office, not unless 
you could say our bookkeeper’s office; if we wanted to get in touch 
with our papers or whatever we kept in Mr. Morgan’s office, I don’t 
know whether you would consider that an office, or not; his office 
would be our office so far as I know. 

The bank statements were carried in the name of the Horseshoe 
Lease Syndicate and went out to the oil exchange where we got 

58 our mail. It was addressed care “Oil Exchange, City.” City 
means Henderson, Texas. We used firm stationery with name 

of Horseshoe Lease Syndicate on it. The address is given as Dallas* 
Texas; on this particular letter. The letter-head shows “Field 
Offices—Henderson Texas.” We did not represent to the public that 
we had a field office in Henderson, Texas. 

I signed the petition in this case, which was filed with the United 
States Board of Tax Appeals on May 2, 1935. I don’t believe I read 
the petition but it was explained to me. We had a bookkeeper 
prepare it. I took oath that the facts contained in this petition were 
true so far as I had knowledge. 

The reference in the petition to the taxpayer “operating under the 
name and style of ‘Horseshoe Lease Syndicate’, and has its principal 
office at 104 Thomas Building at Dallas, Texas,” is to the office of the 
auditor, Mr. Morgan. 

The Horseshoe Lease Syndicate did not have an office at 104 
Thomas Building, Dallas. Texas, but this is. as I explained it to 
you—you call that an office, we pay the auditor so much a month, and 
where he had his office at that time was 104 Thomas Building, and 
that would be our office so far as we were concerned. I would not 
say the Hoi-seshoc Lease Syndicate had an office at the offices of the 
Patterson Drilling Company located in Dallas, but they had their 
files and some records there—we had a tin box and we kept the 

59 tin box up there. Mr. Finley, Fullwood and myself ordered 
the change of location of the records of the Horseshoe Lease 

Syndicate from one place to another. I as an officer of the Patter¬ 
son Drilling Company don’t know if we consulted with any of the 
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interest holders as to whether or not the office should be changed 
from one place to another. We iust considered it was to the best 
interest of everybody. Each holder did have a certain number of 
l/350ths. Our interest was one 350th part. There was no declara¬ 
tion of trust that I know of in connection with the Horseshoe Lease 
Syndicate anymore than a partnership agreement. We never had any 
declaration of trust. We designated Mr. Fullwood to sign the checks 
of the Horseshoe Lease Syndicate as trustee. On the start we didn’t 
have anybody else. This is in 1932. We couldn’t all go up there and 
sign them and go around. 

I never received any salary from the Horseshoe Lease Syndicate. 
I never directly or indirectly received any remuneration or profit 
from participation in the Syndicate; I got my part of the oil. All 
I got from participating in the Syndicate was my part of the oil. 
The Patterson Drilling Company got their share of the oil or the 
money that it was sold for. I was operating the Horseshoe Lease 
Syndicate and serving as one of the managers as a matter of gratuity; 
it was our own business. I received no other return of money or 
capital as manager of the Horseshoe Lease Syndicate. We never 
received anything that I know of. I served as one of the 
CO three managers of the Syndicate gratuitously. The sales of 
these units were made in different ways, depending on where 
we were selling them; sometimes I would get in my car and go and 
see this fellow and that fellow and sell them, and sometimes they 
would come in, and people would hear about them and send in. Mr. 
Finley and Fullwood made sales. Mr. Wade besides us three, made 
sales. Fullwood, Finley and I paid Wade something; I don’t just 
remember what. Yes we paid Wade a commission on whatever he 
could sell and bring in on his people; it was sold through him. No 
meeting of unit holders was held to determine whether further units 
be sold if a unit was sold. We could quit any time we wanted; it 
belonged to us. 

Units were transferred after the original sales. I don’t know how 
many. The books would show that. There were a good many trans¬ 
fers. I don’t know whether any unit holders died after the period of 
the original sale, but I am sure they did. No meetings were held 
by the unit holders after the death of one or the transfer of one of 
these units. Some units of interest were assigned to the original les¬ 
sors; that is the Bright well heirs. We gave them an interest of 35 to 
start off and purchased them back. That is the way we bought the 
lease. Gave them an interest in it for so much out of oil. We never 
carried out the contract (Exhibit A of Stipulation of Facts) with the 
Brightwell heirs in the way it is stated; we changed that lease. 

Now after this contract was made we were to drill this well 
Cl in the middle of this C5-acre tract. Conditions came up 
whereby it would interfere and we changed the contract, and 
went and got a lease, an oil and gas lease on the 88 farm located 
over in the northwest corner of that tract, and we went ahead and 
divided those interests up and sold them but we didn’t go ahead with 
the plan that we first set out to do, so we just decided first we 
wouldn't sell any interest at all and then we decided we would. 

We did transfer 35 units to the lessor and the lessor transferred 
them back to us. I am familiar with the contents of the assignment 
“Exhibit D” annexed to the stipulation of facts. The consents of 
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the unit holders were obtained before a second well was drilled. In 
my opinion it was not necessary to obtain that consent before I could 
have drilled a second well. According to our contract, we could 
have gone right ahead and drilled that well without consulting them; 
we have a contract here and we have tried to live up to that contract. 

We lived up to the terms of the contract as nearly as we could; 
as near as we knew how. 

The Patterson Drilling Company went into receivership in 1932 
or 1933 and W. M. Preston was the receiver. I continued to par¬ 
ticipate as one of the comanagers during the receivership. As I said 
there was no management to it: the well was drilled and a man was 
hired on the lease and he produced it and Mr. Morgan was looking 
iafter the books and there was nothing further to do. 

62 I did not hold the interest in the lease individually; it was 
held by the Patterson Drilling Company. At this time their 

interest had been transferred to another party before this receiver¬ 
ship and it was held by another party. Neither I nor the Patterson 
Drilling Company made a payment into the. Syndicate of $2,250.00. 
I don't remember if we made a payment of any kind into the Syndi¬ 
cate. We may have but I just don’t remember. Yes, it is a fact 
that the three managers, Mr. Full wood, Mr. Finley, and the Patter¬ 
son Drilling Company each contributed the sum of $2,250.00 into 
the enterprise. 

I think all of the action which we took with respect to the Syndi¬ 
cate was authorized or approved by the directors of the Patterson 
Drilling Company. I think there was a meeting of the directors 
relative to this deal. Every month so much oil would be run and 
we would divide up the money and just distribute it to the unit 
holders: after selling the oil we would divide up the money. We got 
the money from the pipe line we sold the oil to and that money was 
deposited in the account of the Horseshoe Lease Syndicate at the 
bank at Henderson. Well, it would depend whether we could pay 
out by check all the money that came in. It just depended on how 
much money, $100.00 or $50.00, figuring as close as we could to what 
the operating expense would be. We first paid the operating ex¬ 
penses. We never retained part of the proceeds as undivided 

63 profits or surplus, unless it would be the undivided profits 
which would be the natural increases in the value of the 

property. 

I probably signed the partnership income tax return for the calen¬ 
dar year 1932 filed on behalf of the Horseshoe Lease Syndicate. I 
don’t remember. The sum of $16,200.78. as shown by the return 
(Exhibit N T attached to Stipulation of Facts) was actually paid to 
the unit holders during the taxable year. 

During the taxable years 1932 and 1933 we had some salaried em¬ 
ployees. We had a man on the lease all the time whose name was 
W. M. Fullwood. We had a Mr. Morgan and there may have been 
others. We hire men on the lease every now and then "cleaning up 
the lease and doing odd things, painters and contractors: we hire 
them to do any work on the lease. There are some over there now. 
Mr. Morgan and Mr. Fullwood were salaried employees paid by 
check every month bv the Horseshoe Lease Syndicate. I don't think 
these salaries have been about the same. Mr. Full wood’s salary was 


i 


GUY T. HELVERING, COMMR. VS. HORSESHOE LEASE SYNDICATE 35 j 

reduced once by the Horseshoe Lease Syndicate. I don’t believe we 
consulted the unit holders as to whether that reduction should be 1 
made. Mr. Fullwood and myself made the decision. I do not know 
whether any of the unit holders ever complained about the payments 
they were receiving. They never complained to me about any other 
matters in connection with the operation of the Horseshoe Lease 
Syndicate. 

We bought the lease in January, 1931 and we probably sold 
the first interest in maybe February. We sold none in 1932. 

64 Some interests were transferred in 1932; they were being trans¬ 
ferred all the time. The Syndicate is in operation at the j 

present time. "We hope it will go a long time yet. There is no 
definite date of termination; we hope we may be able to drill another 
well. The following provision of the assignments (Exhibit D of 
the Stipulation of Facts) has been done as good as we know how. 

‘‘In consideration for J. Edgar Finley, P. T. Fullwood and Pat¬ 
terson Drilling Company doing the things set out and stipulated in 
the paragraph numbered 1 above and in subdivision ‘a’ thereof, the 
owner and holder of this assignment agrees that J. Edgar Finlev, 
P. T. Fullwood and Patterson Drilling Company shall operate said 
lease above described for the benefit of all the parties interested in 
said lease: and shall collect for all pipe line runs of oil from said 
lease, and likewise, collect all money to be received from the sale of 
gas from said lease: and after having paid all proper operating ex¬ 
penses, shall distribute and pay to the owners of said lease, such 
proportion of the remaining proceeds as their respective interests in 
said lease shall entitle them to receive, according to the proportionate 
part of said lease they then own.” 

The things which we promised to do were done jointly by myself, 
acting for the Patterson Drilling Company, and P. T. Fullwood and 
J. Edgar Finley. 

65 Redirect examination by Mr. Atkinson: 

The balance in bank of $2,035.15 was the balance on February 
24. 1932. We divided the proceeds from oil runs by the month when 
this money was deposited; that money was deposited on the 23rd 
and the distribution was made after the money came in. After the 
check would come from the pipe line company and be deposited in 
the bank, the bills were paid and the money divided. There might 
have been a small amount left but we paid out most of it each month. 

We made a contract to drill the first well and gave thecontractor an 
interest in the lease, not in the well—in the lease itself. It was one of 
the regular assignments. Mr. Fullwood, Mr. Finley and Patterson 
Drilling Company owned the fractional interests which were assigned 
to the driller. 

I and the other interest holders known here as the Horseshoe Lease 
Syndicate, got our mail in 1931 and 1932 at Henderson. Texas. We 
did not get much mail but whatever it would be, would be in Hender¬ 
son. I, representing the Patterson Drilling Company, Mr. Finley, 
and Mr. Fullwood never designated any trade name or any trustee 
who could sue and be sued in behalf of all of us. I think you would 
have to sue everybody if you sued the Horseshoe Lease Syndicate. 
You would have to sue everybody that had an interest in it. 
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Mr. Wade, to whom certain commissions were paid, was a real 
estate man who lived in Dallas, but he had an office in Henderson. 
In other words, we paid him a commission for the sale of interests in 
the lease just like we would pay any other real estate man a com¬ 
mission for the sale of real estate. 

66 As a matter of fact and as a matter of contract all that has 
been done by me and the other interest holders has been con¬ 
sidered to have been done under the contract which has been stipu¬ 
lated in the record. 

I don’t know who drew the petition filed with the Board of Tax 
Appeals. I think it was a man named W. A. Brown, of Tyler. He 
asked me to sign it before you (Mr. Atkinson) became connected with 
the case. Mr. Brown is a bookkeeper and auditor and we hired him in 
1935. He is not a lawyer. 

Under the arrangement here, Mr. Finley, Fullwood and Patterson 
Drilling Company never bought any other leases or properties for the 
benefit of these interest holders, or any other property outside of this 
lease. When the oil became exhausted in this lease property there will 
just be nothing more to it: it will just be finished, that is. i would say 
it would just die, if that is what you want to know; there are no more 
leases added to it, or any other property, just that one lease, that is 
all we own. 

The contributions made by the Patterson Drilling Company and 
Fullwood and Finley were made for the purpose of buying equipment, 
casing, finishing the well, equipping the lease in different ways. The 
money was used to drill the well at our own expense as agreed to in 
paragraph 1 of the contract (Exhibit D of Stipulation of Facts). If 
we had never sold any of the interest we would have drilled it any 
way. 

67 i If we had sold more than enough interests to drill this well 
Fullwood. Finley, and the Patterson Drilling Company would 

have gotten the money. If we had only sold one interest, we would 
have drilled the well anyway because in the first place it was a good 
lease, it was worth drilling, and we were under contract to drill it; 
we had made a contract, we would just have to drill it. This money 
that was paid in was not paid directly to the driller. It was paid 
to us. 

Recross examination by Mr. Hughes: 

If I came out and sold you an interest I would just have you make 
a check to the Horseshoe Lease Syndicate. 

We agreed to drill the first well and equip it and that is what we 
did. 

Mr. James M. Beller, an attorney at law in Washington signed the 
petition as counsel. He represented us at that time. He was associ¬ 
ated with Mr. Brown and handled the Washington business, * * * 

of course it was for the Horseshoe Lease Syndicate. 

Redirect examination by Mr. Atkinson: 

I don’t know Mr. Beller. We only paid Mr. Brown and he paid 
Beller. Some of the $2,500.00 contribution paid by Patterson Drilling 
Company was used to pay for tanks. The full $2,250.00 was paid for 
equipment which was used for the well drilled. The other money 
was used to equip the well. We paid for drilling the well out 
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68 of funds belonging to Fullwood, Finley, and the Patterson 
Drilling Company. We did pay the driller units and money. 

Thereupon C. G. Morgan, Jr., was called as a witness by and on 
behalf of the taxpayer, who, having been duly sworn, was examined, 
and testified as follows: 

Direct examination by Mr. Atkinson: 

I am C. G. Morgan. Jr., and live at Dallas, Texas. I am a certified 
public accountant and engaged in the business of accounting under 
the laws of State of Texas. I have done work for W. A. Patterson, 
P. T. Fullwood, and J. Edgar Finley. It was the latter part of June 
or the middle of June 1931. Mr. Patterson and Mr. Fullwood brought 
a little tin box to me, containing various and sundry checks and bills, 
and asked me to open up a set of records for the Horseshoe Lease 
Syndicate. That was the first introduction. That was in the Kirby 
Building, Dallas, Texas, where I had my office. They had no office 
at that time, to my knowledge. They did not have a set of books at 
that time: they had a lot of papers and canceled checks. They owned 
an oil lease in East Texas, in Rusk County, on which there was a pro¬ 
ducing oil well. That was the lease operating under the name of 
Horseshoe Lease Syndicate. I opened up books for those parties 
between the middle and the latter part of June 1931. I dealt mostly 
in 1931 with Mr. Patterson and Mr. Fullwood and occasionally 

69 with Mr. Finley. I kept their records and books in 1932 also. 
They paid me a fee for the original service of setting up the 

books and then they employed me at a salary of $50.00 a month to keep 
the records. They paid me no rent. These records were kept in my 
public accounting office. Their name was not on the door of my office. 
These parties never had any formal meetings to my knowledge. None 
of the interest holders ever had any formal meetings to my knowledge. 
I would have known it. They never borrowed any money to my 
knowledge. On the back of the photostatic copy of the check No. 8401 
(Exhibit L) is endorsed: “D. M. Finley, by J. Edgar Finley, attorney 
in fact. J. Edgar Finley, Patterson Drilling Company, by W. A. 
Patterson, P. T. Fullwood.” This is a check for oil runs, payable 
to these people for the month of November 1932. It was put on there 
by stamp. It was used for the reason that it was impossible to get 
Mr. Finley. Mr. Fullwood, and Mr. Patterson together at any stated 
period so that this check might be endorsed and placed in the bank 
within a reasonable length of time after it was received; they were in 
the field and were not available. I had custody of that stamp, and I 
applied it to the checks. These parties never kept any minutes that 
I knew of. The drilling of the first well was before my time. 

Cross-examination by Mr. Hughes: 

Check 8401 C (Exhibit L) was a check for the Southern Oil Refining 

Company, who were running the oil at that time. I endorsed 

70 this check with a rubber stamp. I also placed the stamp there: 

“For deposit only. Horseshoe Lease Syndicate.” I deposited 

that check in an account entitled Horseshoe Lease Syndicate. The 
Horseshoe Lease Syndicate had an accurate set of books and records 
during 1932. One or two of the unit holders may have come in from 
time to time to ask why they didn’t get more, and I would make an 
explanation that it was possibly on account of a 24-day run or 26-day 
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run. or whatever the pipe line happened to run at that time. I don’t 
know that I ever suggested that they consult with Mr. Patterson, 
Fullwood, or Mr. Finley. None of the payments were ever reduced 
or increased as a result of their complaints made to me. 

My salary was never reduced or raised during the year 1932 or at 
any other time while I was employed by the Syndicate. The way I got 
my salary, I would credit myself with the salary, and get it along as 
I needed it. I was on a regular monthly salary and was paid by check 
signed by Mr. Fullwood and made up by me. The monthly proceeds 
from pipe-line companies were not distributed in gross. The monthly 
proceeds were distributed in this manner; we would first get the pipe¬ 
line check, then we would make a computation of the expenses that 
were due for that month, and then we would distribute the remainder 
as near as it was practical to distribute the amount left. 

There was no distribution made upon an agreed percent- 
71 age. It was arrived at in this manner; if we had $1,200.00 left, 
we would say so many times the total amount of the number of 
assignments would go into 1.200, and that would be the percentage 
agreed on for that month. It varied: sometimes it was one amount 
and sometimes another, based on the amount of money that was on 
hand. Sometimes Mr. Fullwood and sometimes Mr. Patterson deter¬ 
mined what percentage should be distributed each month, whoever 
happened to be in there at the time I made the calculation. None of 
the other unit holders ever assisted in the determination. 

I am familiar with the terms of the assignment in this case. “Ex¬ 
hibit D of the Stipulation of Facts.” I don’t know who prepared it 
and had it printed. It was prepared down in Henderson and was 
printed the first time I ever saw it. 

The interest holders were consulted at the time the second well was 
drilled. Under their power of attorney it was not necessary to do so. 
I consulted with the managers from time to time. An average of 
twice a month with no one in particular. I believe with Finley less 
frequently. I never have discussed it with them except possibly an 
individual unit holder, or assignment holder as you care to call him, 
would come in. and any questions he wanted to ask that I knew I 
would give him the information. 


72 HEARING CONCLUDED 

The foregoing evidence is all of the material evidence adduced at 
the hearing before the Board of Tax Appeals, and the same is ap¬ 
proved by the undersigned. J. P. Wenchel. Chief Council, Bureau of 
Internal Revenue, as attorney for the Commissioner of Internal 
Revenue. 

J. P. Wenchel, 

J. P. Wenchel. 

Chief Counsel, 
Bureau of Internal Revenue. 

The foregoing is all of the material evidence adduced at the hearing 
before the Board of Tax Appeals, and the same is approved by the 
undersigned, as attorney for the respondent on review. 

(S) Geo. S. Atkinson, 
Attorney for respondent on review. 
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The foregoing is all of the material evidence adduced at the hearing 
and in order that the same may be preserved and made a part of the 
record, this statement of evidence is duly approved and settled this 
17th day of May 1939. 

(S) John A. Tyson, 

Member , United State* Board of Tax Appeal*. 

CRM/mtr. 3/28/39. 

73 United States Board of Tax Appeals 

Docket No. 79343 

Horseshoe Lease Syndicate, petitioner 

v. 

Commissioner of Internal Revenue, respondent 
Stipulation of factft 

It is hereby stipulated and agreed by and between the parties hereto, 
by their respective attorneys, that the following facts may be taken 
as true, and that the same may lie considered by the Board as offered 
in evidence by the parties to these proceedings: provided, however, 
that this stipulation shall be without prejudice to the right of either of 
the parties to these proceedings to introduce other and further evi¬ 
dence not inconsistent with the facts herein stipulated to be taken as 
true. 

1. On January 28, 1931, J. Edgar Finley, P. T. Full wood, and Pat¬ 
terson Drilling Company, a corporation organized under the laws of 
the State of Texas, as parties of the second part, and W. J. Bright well 
et al., owning and claiming an interest in certain land in Rusk County, 
Texas, as parties of the first part, entered into a contract and agree¬ 
ment relating to said land. A copy of the agreement and contract is 

attached hereto and made a part hereof and marked Exhibit 
74 “A”. Said agreement was executed and acknowledged by all the 

necessary parties thereto and was filed for record in Rusk 
County. Texas, April 30, 1932, at 9:40 A. M., and recorded in the 
deed records of said county and state in Volume 213, pages 498-501, 
inclusive, in due course. 

2. Pursuant to the provisions of the instrument set out as Exhibit 
“A” herein, the parties of the first part, as lessors, executed and 
delivered in escrow as provided in said instrument to the parties of 
the second part, as lessees, an oil and gas lease duly signed and ac¬ 
knowledged, said lease being dated February 9, 1931, and filed for 
record March 14, 1931, in Rusk County, Texas, and duly recorded 
on April 25, 1931, in the deed records of said county and State. At¬ 
tached hereto and made a part hereof and marked Exhibit “B” is a 
true and correct photostatic copy of the lease, the acknowledgements 
being omitted. 

3. On May 1G, 1931, J. Edgar Finley, P. T. Full wood, and W. A. 
Patterson, as an officer of Patterson Drilling Company, a corporation, 
filed and caused to be filed in Rusk County, Texas, under the “As¬ 
sumed Name Law of Texas”, an affidavit of ownership of the Horse- 
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shoe Lease Syndicate. A copy of said certificate is attached hereto 
and made a part hereof and marked Exhibit “C”. 

4. Pursuant to the terms of the contract of January 28, 1931 (Ex¬ 
hibit “A”) and prior to January 1. 1932, J. Edgar Finley, P. T. Full- 
wood. and Patterson Drilling Company, a corporation, issued, 
executed, sold, and delivered a number of assignments of undivided 

fractional interests in and to that portion of the oil and gas 
75 lease (Exhibit “B“) covered by the assignments, said sales 
being for a consideration of $100.00 each per l/350ths undivided 
interest so sold, and were made upon the terms and conditions set 
out therein. All assignments so issued, executed, and sold were made 
on identical forms. A copy of one of the blank forms of said assign¬ 
ment is attached hereto and made a part hereof and marked Exhibit 
“D.” Such undivided fractional interests evidenced by the assign¬ 
ments were subject to reassignment and many, in fact, were re¬ 
assigned. 

Attached hereto and made a part hereof and marked Exhibit “E” 
is a copy of a letter notifying the ‘‘Horseshoe Lease Syndicate” of 
the assignment of an undivided fractional interest in the lease and 
also copy of an assignment of undivided fractional interest. It is 
stipulated that neither party is bound by the use of the term “divi¬ 
dends” appearing in the letter. 

5. J. Edgar Finley, P. T. Fullwocd. and Patterson Drilling Com¬ 
pany, a corporation, further executed and delivered to the parties 
of the first part in the contract of January 28, 1931 (Exhibit “A”), 
thirty-five of the l/350ths undivided fractional interests under the 
terms of the contract (Exhibit “A"), and retained certain of the 
l/350ths interests for themselves. 

6. J. Edgar Finley. P. T. Fullwood. and Patterson Drilling Com¬ 
pany. a corporation, drilled and equipped the first well located on 
said lease (Exhibit “B**) pursuant to the terms of the contract set 
out as Exhibit “A” herein, and pursuant to the Contract contained in 
the assignments of undivided fractional interests (Exhibit “I)”). 

7. After obtaining consent of the owners of undivided 
7G fractional interests in the lease as shown by letter from A. 
Johnson, copy of which is attached hereto as Exhibit “F”, 
and pursuant to the terms and conditions contained in the 
assignments (Exhibit “D") and the letter (Exhibit “F”), J. Edgar 
Finley, P. T. Fullwood, and Patterson Drilling Company, a corpo¬ 
ration. drilled and equipped a second well on said lease and financed 
the drilling and the equipment of said well out of the proceeds from 
the sale of oil and gas produced. 

8. Before drilling wells on the lease in question, applications were 
filed with the Railroad Commission of Texas, asking permission to 
drill such wells, and permits were issued by the Railroad Commis¬ 
sion of Texas to the Horseshoe Lease Syndicate granting permission 
for the drilling. Attached hereto and made a part hereof and 
marked Exhibits “G” and “H", respectively, are copies of permits 
to drill wells 1 and 2. 

A third well was also drilled subsequent to the year 1932. All 
of the wells above mentioned produced oil and/or gas in commercial 
quantities. 
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9. The bank account of the “Horseshoe Lease Syndicate** was and 
still is maintained at the Citizens National Bank, Henderson, Texas. 
Attached hereto and made a part hereof and marked Exhibit “I" are 
copies of two monthly statements from the bank to said Syndicate. 

10. The “Horseshoe Lease Syndicate** employed two salaried em¬ 
ployees during the year 1932, C. G- Morgan, Jr., an auditor, and 
W. N. Full wood, as lease superintendent, and also paid certain items 
of expense other than the drilling costs. Attached hereto and 

made a part hereof and marked Exhibit "J” are copies of 

77 thirteen checks given by the “Horseshoe Lease Syndicate*’ 
during the taxable year. 

11. Monthly payments from oil runs were received from the pipe 
line company and deposited in the Citizens National Bank of Hen¬ 
derson. Texas, in an account captioned “Horseshoe Lease Syndicate.” 
Attached hereto and made a part hereof and marked Exhibit “K*’ 
is a copy of division order filed with the pipe line company in that 
connection. 

Payments were made by check from the pipe line company. At¬ 
tached hereto and made a part hereof and marked Exhibit “L** 
are copies of three checks received from the pipe line company dur¬ 
ing the taxable year. After deducting expense items for each month, 
the greater portion of the balance remaining was distributed to the 
interest holders according to their respective holdings and pursuant 
to the terms and conditions contained in the assignments (Exhibit 
“I)*’). Attached hereto and made a part hereof and marked Ex¬ 
hibit “M" are copies of eight checks showing distributions made to 
the holders of the undivided fractional interests. 

12. On March 8. 1933. a partnership return of income for the cal¬ 
endar year 1932. Form 1065, was filed in the name of “Horseshoe 
Lease Syndicate,” which return, however, although filed, was not 
accepted as correct and a substitute return on Form 1120 was pre¬ 
pared and filed by the Commissioner of Internal Revenue. Attached 
hereto and made a part hereof and marked Exhibits “N” and “O,” 
respectively, are copies of the partnership return and the first page 

of substitute corporation income tax return prepared by the 

78 Commissioner. Pages 2. 3, and 4 of the substitute corpora¬ 
tion return (Exhibit “O") are not filled in. 

13. On February 5. 1935, within the statutory period, a formal 
notice of deficiency was mailed to “Horseshoe Lease Syndicate” bv 
the respondent. Attached hereto and made a part hereof and 
marked Exhibit “P” is a copy of the notice of deficiency. 

14. On May 2. 1935, within the time prescribed by law, a peti¬ 
tion was filed with the Board of Tax Appeals by “Horseshoe Lease 
Syndicate.*’ Attached hereto and made a part hereof and marked 
Exhibit “Q” is a copy of the verification contained in said 
petition. 

Geo. S. Atkinson, 

Geo. S. Atkinson, 

Dallas National Bank Building . Dallas , Texas , 

Counsel for Petitioner. 

J. P. Wenchel, 

J. P. Wenchel, 

Chief Counsel , Bureau of Internal Revenues 

Counsel for Respondent. 
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79 Exhibit “A” 

Vol. 213 pg. 498. #44156. 

The State of Texas, 

County of Rusk. 

This contract and agreement made and entered into this the 28th 
day of January A. D. 1931, by and between W. J. Brightwell and 
wife Beatrice Brightwell, Fannie Grimes and husband, J. W. Grimes, 
W. N. Brightwell, and wife Ella Mae Brightwell, Mollie Odom and 
husband Harvey Odom, Ollie T. Brightwell, a single man, Leona 
Gramling and husband Bradford Gramling, E. B. Brightwell, a 
single man, Oleta Brightwell, a feme sole, and Elsie Jewell Bright- 
well, minor, acting herein by and through her guardian Mollie Odom, 
hereinafter called First Parties and J. Edgar Finley, P. T. Fullwood 
and the Paterson Drilling Company, corporation, hereinafter called 
Second Parties, witnesseth: 

That for and in consideration of the mutual agreements hereinafter 
set forth, which are acknowledged by ourselves as being good and 
sufficient considerations for this contract, it is agreed by said parties 
as follows, to wit: 

(1) ; First Parties agree that, within 3 days after the surveying and 
pla tiny, as hereinafter agreed, of the tract of land hereinafter re¬ 
ferred to, they will execute and will assist towards the full execution 
to Second Parties, as lessees, an oil. gas lease upon and covering that 
certain plat or parcel of land measuring six hundred feet bv six 
hundred sixty feet, as near as can be in the center of the unleased 
portion, out of that certain tract known as the J. E. Brightwell place, 
a part of the R. E. Winn survey in Rusk County, Texas, owned 
jointly by First Parties, said lease to be upon the Producers 88- 

* Special Tex. Form, containing the provisions as to royalties 

80 customarily found in said Form, covering a period of five years 
i beginning with its date and providing a yearly rental of One 

Dollar per acres, and that they will, as soon as practicable after the 
execution hereof, and at their expense, procure and deliver to Second 
Parties a complete abstract of title, brought down to date and certi¬ 
fied to by a reputable abstractor, covering said tract of land and 
showing a good and merchantable title to said land in First Parties, 
which abstract Second Parties agree to have examined within two 
days after it is delivered to them, by some attorney of their choice, 
and will furnish the First Parties with a copy of their said attorney’s 
opinibn on same. First Parties shall thereafter have a reasonable 
length of time in which to cure, and they will cure, and perfect any 
objections that may be thus made to said title, if such there be. In 
case First Parties do not perfect said title as above outlined, the 
Second Parties have the right to waive such objections and accept 
said lease as it then is and cure the same as they elect. 

(2) That Second Parties, immediately after the execution of this 
contract, will secure the services of a competent surveyor, and at 
their expense, will have surveyed and plated said sixty five acre 
tract, after first however having located and designated said 600 by 
660 foot leased part above mentioned, into such parcels as will be 
found most practicable for drilling purposes, the shape of said 65 
acre tract being considered, and after so doing will place said plat 
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of record in the proper records of Rusk County, Texas, and in addi¬ 
tion thereto they will assist First Parties in any reasonable way to 
the end that they may secure as good a price as possible for the re¬ 
maining part of said 65 acres of land. 

81 (3) That immediately after placing said plat of record as 

aforesaid. Second Parties will organize a syndicate for the pur¬ 
pose of drilling the well or wells, as agreed to in paragraph (4) hereof, 
on said 600 by 660 tract and for the purpose of marketing the prod¬ 
ucts therefrom. Same to be of 350 units, par value of $100.00 each, 
issued upon and against said well or wells, and they will thereupon, 
as balance of the consideration for said lease, delivered to First 
Parties, as evidences of their share in said well, thirty five (35) of 
said unites. Naid units to 1 k» non-assessable for anv expense incident 
to the drilling of said wells or marketing oil or gas produced 
therefrom. 


(4) That immediately after locating and designating of said 600 
by 660 foot plat, as above agreed, or as early as practicable there¬ 
after they. Second Parties, will begin operations toward the drilling 
of a well for oil or gas at some place on said tract to be determined 
bv them, and thereafter will continue, with due diligence to drill 
the same to a depth of thirty seven hundred feet (3700) or to a 
greater depth if lessee shall so desire, unless oil or gas is found 
therein in paying quantities at a lesser depth, and if same is a pro¬ 
ducer, they will, with all economy possible, build storage and prop¬ 
erly equip said well for marketing said products thus obtained; and 
if said well is a producer in paying quantities and will justify the 
same. Second Parties will, as soon as practicable after the comple¬ 
tion and equipping of first well as aforesaid, commence and carry 
out the drilling of another well on said tract, at a place deemed 
most advisable by them, from and out of the proceeds from the sale 
of the products of said first well, and equip the same therefrom as 

and when such proceeds are realized and they will, with due 
82 diligence, said income permitting, drill said second well to 

a like depth 3700 feet or to a greater depth if lessee shall sc 
desire unless oil or gas is found therein in paying quantities at a 
lesser depth and thereafter will provide for the handling of the 
products of same in the manner stipulated with reference to said 
first well. In connection with the drilling of any and all of said 
wells, as the case may be. First Parties shall have the right of 
ingress and egress at all times upon said premises and may, if they 
so desire receive any and all information relative to the formations 
found in said wells, examine the cuttings or cores taken therefrom 
and have a copy of such logs made thereof and shall have any and 
all other information relative to the drilling of said well or wells 
that they request: it being understood however that in case the 
production from said first well, or the proceeds derived therefrom, 
does not justify the drilling of a second well a reasonable net profit 
from said first well being the determining feature, the drilling of 
said second well then shall be optional with Second Parties. 

(5) It is understood, however, that the first well shall be spudded 
in within thirty days from the date of this instrument, otherwise 
this contract and agreement is to be null and void. 



44 GUY t. iielverixg, commr. vs. horseshoe lease syndicate 

(6) Said lease when executed shall be placed in escrow in the First 
National Bank of Henderson. Texas, and shall be delivered by said 
Bank to Second Parties immediately after the// Second Parties have 
spudded in a first well hereinabove agreed to be drilled by them, 
it. being agreed the affidavit of any of the First Parties, including 
any of the parties hereto, cognizant with the facts, stating that said 

well has been spudded in. shall be accepted bv said escrow 
83 agent as sufficient proof warranting delivery to Second Parties 
of said lease by said escrow agent, as aforesaid. 

(7) This agreement is for the benefit, of the heirs, representatives 
and assigns of each of the parties hereto, and shall be binding upon 
them as the case may be upon said First and Second Parties. 

Witness our hands in duplicate, this the 28th dav of Januarv, 
A. D. 1931. 

Ollie T. Brightwell. E. (Ernest) B. Bright well, W. J. 
Bright well, W. N. Brightwell, Leona Gramling, 
Bradford Gramling, A. F. x (his mark) W right, 
Oleta Wright. Harvey Odom. Mol lie Odom, Guar¬ 
dian. Estate of Elsie Jewell Brightwell, Mollie Odom, 

Fannie Grimes, J. W. Grimes, First Parties; - 

-, Second Parties. 


ACKNOWLEDGEMENTS 

[Endorsement:] Contract. W. J. Brightwell et al (Estate) and 
Patterson Drilling Co. et al. Filed April 30, 1932, at 9:40 A. M. 
W. T. Arnold, County Clerk. By A. F. Shepperd, Deputy (DL). 


The State of Texas, 

Connty of Rit.sk 

84 i I. J. E. Wade. County Clerk in and for Rusk County. Texas, 
ido hereby certify that the above and foregoing is a true and 
correct copy of the Contract by and between W. J. Brightwell et 
al (Estate)"and Patterson Drilling Co. et al, as the same appears of 
record in Vol 213 pages 498-99-500-501 Deed Records Rusk County, 
Texas. 

Given under my hand and seal of office on this the 29th day of 
April A. D. 1935. 

J. E. Wade, 


| 

[seal] 

85 


Cmtnty Clerk. 
Ru.sk County. Texas. 
By (Sgd.) Hallye Fite, 

Deputy. 

Exhibit 


! OIL, GAS. AND MINERAL LEASE 

This agreement made this 9th day of February 1931 between W. J. 
Brightwell and wife Beatrice Brightwell, Fannie Grimes and hus¬ 
band, J. W. Grimes, W. N. Brightwell and wife Ella Mae Bright- 
well, Mollie Odom and husband Harvey Odom: Ollie T. Brightwell, 
a single man, Leona Gramling and husband Bradford Gramling, 
Ernest B. Brightwell, a single man, Oleta Brightwell Wright and 
husband A. F. Wright, lessor (whether one or more), and J. Edgar 
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Finley, P. T. Fullwood and Patterson Drilling Company, a corpora¬ 
tion, lessee, witnesseth: 

1. Lessor in consideration of Ten and no/100 (and other valuable 
consideration) Dollars ($10.00) in hand paid, of the royalties herein 
provided, and of the agreements of lessee herein contained, hereby 
grants, leases and lets exclusively unto lessee for the purpose of 
investigating, exploring, prospecting, drilling, and mining for and 
producing oil, gas, and all other minerals, laying pipe lines, building 
tanks, power stations, telephone lines and other structures thereon to 
produce, save, take care of, treat, transport, and own said products, 
and housing its employees, the following described land in Rusk 
County, Tex., to-wit: 

A tract of land off N. W. C. W. P. Brightwell so-called 65 acres 
tract described in volume 148, page 289, of Rusk Co. deed 
records, a part of R. E. Wynn survey, Rusk Co., Texas, and de¬ 
scribed by metes and bounds as follows: Beg. at NW. C., 
said 65-acre tract at the original iron stake far corner whence a 24- 
inch mulberry marked “x” bears N. 72 W. 2 feet; thence with the 
northwest line of 65 acres tract and southeast line of W. P. Bright- 
well 2% acres tract S. 22°38' W. 490.4 feet to the original stake for 
south corner of said 2% acres and one of the northwest corners of said 
65 acres tract whence a 12-inch Hickory marked “x” bears N. 38°53' E. 
6 feet, and a 15-inch Hickory marked “x” bears S. 68° 12' E. 13.3 feet; 
th. with the marked southwest line of said 65 acres tract S. 33°22' 
E. 723.8 feet; thence N. 22°38' E. 1152.9 feet to a point in north line 
of said 65 acres and south line of W. P. Brightwell 100 acres Tract; 
thence with said marked line S. 89°23' W. 653 feet to place of begin¬ 
ning, magnetic declination 8°40' East. 

2. Subject to the other provisions herein contained, this lease shall 
be for a term of five years from this date (called “primary term”) and 
as long thereafter as oil, gas, or other mineral is produced from said 
land hereunder. 

3. The royalties to be paid lessee are: (a) on oil, one-eighth of that 
produced and saved from said lands, the same to be delivered at the 
wells or to the credit or lessor into the pipe line to which the wells 
may be connected; Lessee may from time to time purchase any royalty 
oil in its possession, paying the market price therefor prevailing for 
the field where produced on the date of purchase; (b) on gas, includ¬ 
ing casinghead gas or other gaseous substance, produced from said 
land and sold or used off the premises or in the manufacture of gaso¬ 
line or other product therefrom, the market value at the well of one- 
eighth of the gas so sold or used, provided that on gas sold at the 
wells the royalty shall be one-eighth of the amount realized from 
such sale; where gas from a well producing gas only is not sold or 
used. Lessee may pay as royalty $50.00 per well per year, and upon such 
payment it will be considered that gas is being produced within the 
meaning of Paragraph 2 hereof; and (c) all other minerals mined 
and marketed, one-tenth either in kind or value at the well or mine, 
at Lessee’s election, except that on sulphur the royalty shall be fifty 
cents (50c) per long ton. Lessee shall have free use of oil, gas, coal, 
wood and water from said land, except water from Lessor’s wells, for 
all operations hereunder, and the royalty on oil, gas, and coal shall 
be computed after deducting any so used. Lessor shall have the 
privilege at his risk and expense of using gas from any gas well on 
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S6 Exhibit C 

Number: 

Name and Address of Firm or Business: Horseshoe Lease Syndicate. 
Individual Names or Firms or Business: J. Edgar Finley, P. T. Full- 
wood. W. A. Patterson. 

Post Office Address of Individual: Henderson, Texas; Henderson, 
Texas: Henderson. Texas. 

Date of Filing: 5-16-31. 

Name of Individual Withdrawn From Such Firm or Business: 


Date of Withdrawal Certificate:_ 

Tiie State of Texas, 

Count)/ of Rusk. 

I. Henry Wilson, County Clerk in and for Rusk County, Texas, 
do hereby certify that the above and foregoing is a true and correct 
copy of the Certificate of Assumed Name of Horseshoe Lease Syndi¬ 
cate as the same appears of record in Vol. 1, Page 10. Register of 
Assumed Names. Rusk County. Texas. 

Given under mv hand and seal of office on this the 9th dav of Feb., 
A. D. 1938. 

Henry Wilson, 

Count)/ Cle r k. 

Rusk County . Ter an. 

[seal] By (Sgd.) IIallye Fite, 

Deputy. 

87 Exhibit D 


Rusk County—Horse Shoe Lease—Syndicate No. 1. 

V V 


ASSIGNMENT OF OIL AND GAS LEASE 

Whereas, J. Edgar Finley. P. T. Full wood, Patterson Drilling 
Co. (a corporation), are the owners of oil, gas, and mining leases 
covering the following described tract of land situated in Rusk 
County, Texas, to wit: 

A tract of land of! N. W. C. of Bright well so-called 65-acre tract 
described in Volume 14S, Page 289 of Rusk County Deed Records, 
a part of R. E. Wynne Survey, Rusk County. Texas, and described 
by metes and bounds as follows: Beginning at N. W. C. said 65-acre 
tract at the original iron stake for corner whence a 24-inch mulberry 
marked “X” liears N. 72 W. 2 feet: Thence with the Northwest line 
of 65-acre tract and the Southeast line of W. P. Brightwell 2%-acre 
tract S. 22 deg. 38' W. 490.4 feet to the original stake for south 
corner of said 2-"* acres and one of the Northwest corners of said 
65-acre tract: when a 12-inch hickory marked ‘‘X*’ bears N. 38 deg. 
53' E. 6 feet and a 15-inch hickory marked *'X’’ bears S. 68 deg. 12' E. 
13.3 feet: Thence with the marked southwest line of said 65-acre tract 
S. 33 deg. 22' E. 723.8 feet: Thence X. 22 deg. 3S' E. 1152.9 feet to a 
point in north line of said 65-acre tract and south line of W. P. 
Brightwell 100-acre tract; Thence with said marked lino S. 89 deg. 
23' W. 653 feet to place of beginning, magnetic declination 8 deg. 40' 
East. 
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Said lease bein'; recorded in the office of the County Clerk in and 
for said county, and 

Whereas the said lease and all rights thereunder or incident thereto 
are now owned by J. Edgar Finley, P. T. Fullwood, and Patterson 
Drilling Co., a corporation. 

Now therefore, for and in consideration of One Dollar (and other 
good and valuable considerations), the receipt of which is hereby 
acknowledged, the undersigned, the present owners of the said lease 
and all rights thereunder or incident thereto, do hereby bargain, sell, 

transfer, assign, and convey unto _ 

and undivided_interest in and to all of the 

right, title, and interest of the original lessee, in so far as this con¬ 
signment covers a strip off the west side of above-described tract 
(to be cut off by a line parallel to the west line of same and sufficient 
distance therefrom (300 feet at right angles to said line) to include 
two locations spaced at least 150 feet from any side and at least 300 
feet apart (location number one to location number two), together 
with all personal property thereto belonging; to have and to hold 
unto the said_ 


_heirs, successors, and assigns. 

And for the same consideration, the undersigned, for theirselves, 
and their heirs, successors, and representatives, does covenant with 

the said assignee,_heirs, successors, and assigns, that they are 

the lawful owners of the said lease, and rights, interests, and appur¬ 
tenances thereto belonging; that the undersigned has good right and 
authority to sell and convey the same, and that said rights, interests, 
and property are free and clear from all liens and encumbrances, and 
that all rentals and royalties due and payable thereunder have been 
duly paid. 

1. in consideration of the grantee, herein above named, purchasing 
this assignment and the leasehold property herein conveyed, J. Edgar 
Finley, P. T. Fullwood, Patterson Drilling Co. hereby contract and 
agree to do the following things, to wit: 

(a) To drill at their own cost and expense, one well on the lease 
above described; said well to be drilled to a depth of 3,700 feet unless 
granite in solid formation in its regular place is encountered at a 
lesser depth and in such quantities as to render it impenetrable; or 
unless oil or gas in paying quantities be encountered at a lesser depth. 
The said owners shall have the right to drill an additional well on said 
lease, if in their judgment it appears to be to the best interest of the 
owners of this lease; and the expense of drilling and equipping such 
additional well and all equipment necessary for said lease, shall be 
paid out of the funds received from the sale of oil or gas produced 
from said lease; it being specifically understood that J. Edgar Finley, 
P. T. Fullwood, and Patterson Drilling Co. only contract to drill one 
well; but they may drill an additional well, if in their judgment it 
appears to be to the best interests of all the owners of said lease. 
J. Edgar Finley, P. T. Fullwood. and Patterson Drilling Co. (a 
Corporation), reserve the right, and they are also expressly em¬ 
powered to borrow money for the purpose of drilling and equipping 
such additional well, and pledge and encumber by giving a lien 
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thereon, said lease, in whole or in part, for the purpose of securing 
the payment of all money so borrowed. 

2. In consideration for J. Edgar Finley, P. T. Full wood, and 
Patterson Drilling Co. doing the things set out and stipulated in 
the paragraph numbered “1'” above and in subdivision “a" thereof, 
the owner and holder of this assignment agrees, that J. Edgar Finley, 
P. T. Fullwood. and Patterson Drilling Co. shall operate said lease 
above described for the benefit of all the parties interested in said 
lease; and shall collect for all pipe line runs of oil from said lease, 
and likewise, collect all monev to be received from the sale of gas 
from said lease: and after having paid all proper operating expenses, 
shall distribute and pay to the owners of said lease, such proportion 
of the remaining proceeds as their respective interests in said lease 
shall entitle them to receive, according to the proportionate part of 
said lease they then own. 


3. It is further agreed by the parties hereto that the undersigned 
J. Edgar Finley, P. T. Fullwood, and Patterson Drilling Co. shall 
have the power at any time, in their discretion, to sell and dispose 
of all hr any part of the above described lease-hold property on such 
terms and conditions and at such price as in their judgment shall 
seem best and proper, and the said J. Edgar Finley. P. T. Fullwood, 
and Patterson Drilling Co., as a part of this sale, hereby reserve the 
power and right to make such sale or sales of ail or any part of said 
property, and to transfer, convey, and assign the same, and as an 
incident thereto, they shall execute and deliver all such written instru¬ 
ments as may me necessary or required to properly and legally 
convey and assign good title thereto, to the purchaser or purchasers 
thereof. And the said *J. Edgar Finley, P. T. Fullwood, and Patter¬ 
son Drilling Co. are, for the purpose of making such sale or sales, 
fully and completely authorized and empowered to sign the name of 
the grantee herein to any and all instruments that mav be necessary 
to be executed and in all other respects to act in said grantee's place 
and stead as said grantee's attorney in fact, executing, acting, and 
delivering such written instruments and muniments of title the same 
as said grantee could do if personally present and executing and 
delivering the same in person, and in accepting and buying this 
assignment, the grantee herein does so with the express understanding 
that the said J. Edgar Finley, P. T. Fullwood, ana Patterson Drilling 
Co., as above stipulated and provided, may act as attorney in fact 
for said grantee as above set out, the said grantee hereby ratifying 
and confirming all such lawful acts as the said J. Edgar Finley. P. T. 
Fullwood, and Patterson Drilling Co. shall do or cause to be done by 
virtue hereof. It is expressly understood and agreed, however, that 
when said lease-hold property or any part thereof shall have been 
sold as herein provided, the said J. Edgar Finley, P. T. Fullwood. 
and Patterson Drilling Co. shall receive and distribute to each of the 


parties owning an interest in said lease-hold property or any part 
thereof, such proportionate part of the net proceeds derived from 
said sale as each of said parties shall be entitled to receive, according 
to the interest-each of the parties respectively owns in said lease-hold 
property or part thereof. It is further agreed by and between the 
grantor and grantee herein that this instrument is to be effective as 
an assignment, tranfer, and conveyance of the interest herein de- 
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scribed only when signed and acknowledged by both the grantor and 
grantee herein. 

J. Edgar Finley, P. T. Full wood, and Patterson Drilling Co. hereby 
reserve the right to pay all money due to the owner of the interest 
hereby assigned to the grantee herein unless they shall have received 
notice that the interest hereby assigned has been sold and assigned by 
the grantee herein to some other person. All subsequent assignees of 
the interest herein assigned shall take said interest subject to and be 
bound by the terms, covenants, agreements, and reservations herein 
contained. 

In witness whereof, the undersigned owner and grantor has signed 

and sealed this instrument this_day of-, 

A. D. 19_ 


(Patterson Drilling Co.) 

By- 

• (Grantors) 

___[Seal] 

(Grante**) 

88 The State of Texas, 

County of __ 

Before me, _ a Notary Public in 

and for said County and State, on this day personally appeared 
J. Edgar Finley and P. T. Fullwood, known to me to be the persons 
whose names are subscribed to the foregoing instrument, and 
acknowledged to me that they executed the same tor the purpose and 
consideration therein expressed. 

Given under my hand and seal of office this _ day of 

______A. D., 193__. 


Notary Public _ Comity , Texax. 

CORPORATE >X ACKNOWLEDGEMENT 

The State of Texas, 

County of _ 

Before me, - a Notary Public of 

--- County, Texas, on this day per¬ 
sonally appeared W. A. Patterson, President of Patterson Drilling 
Co., known to me to be the person and officer whose name is sub¬ 
scribed to the foregoing instrument and acknowledged to me that the 
same was the act of the said Patterson Drilling Co., a corporation, 
and that he executed the same as the act of such corporation for the 
purposes and consideration therein expressed, and in the capacity 
therein stated. 

Given under my hand and seal of office this _ day of 

..-_A. D., 193__. 


Notary Public _ County , Texas. 

Horseshoe Lease Syndicate No. 1. No._ Assignment of 


Oil and Gas Lease from J. Edgar Finley, P. T. Fullwood, Patterson 
Drilling Co., to_ 
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State of Texas, 

County of Runic, ss. 

Tliis instrument was filed for record on the _ day of 

_, 193__, at_o’clock_M., and duly re¬ 
corded in book_, page_, of the records of this office. 


(County Clerk—Register of Deeds) 

89 Exhibit “A’*’ 

P. T. Full wood, Patterson Drilling Company, Incorporated, J. 
Edgar Finley. Field Office, Henderson, Texas. 

Horseshoe Lease Syndicate, 

Producers, 

Dallas, Texas , January 4* 1037. 

Horseshoe Lease Syndicate, 

203 Thomas Bldg., Dallas . Texas. 

Dear Sirs: This is to advise that I have this day sold Assignment 
No. 83 for 2/350th interest in the Horseshoe Lease Syndicate to P. T. 
Fullwood, Corsicana, Texas, with the understanding that he is to 
receive all dividends from oil runs now accrued to these interests. 
Yours very truly, 

(Signed) A. Johnson. 

Witness: 

(Sgd.) C. T. Johnson. 

90 Exhibit E 

Rusk County—Horse Shoe Lease—Syndicate No. 1. 


ASSIGNMENT OF OIL AND GAS LEASE 


Whereas. J. Edgar Finley, P. T. Fullwood. Patterson Drilling Co. 
(a corporation), are the owners of oil, gas and mining leases covering 
the following-described tract of land situated in Rusk County. Texas, 
to-wit: 

A tract of land off N. W. C. of W. P. Brightwell so called 05 acre 
tract described in Volume 148. Page 289. of Rusk County Deed 
Records, a part of R. E. Wynne Survey, Rusk County, Texas, and 
described by metes and bounds as follows: Beginning at N. W. C. 
said 05 acre tract at the original iron stake for corner whence a 24 
inch mulberry marked ‘*X’’ bears N. 72 W. 2 feet: Thence with the 
Northwtest line of 05 acre tract and the Southeast line of W. P. 
Brightwell 2 5-8 acre tract S. 22 deg. 38' W. 490.4 feet to the original 
stake for south corner of said 2 5-8 acres and one of the Northwest 


corners of said 05 acre tract: when a 12 inch hickory marked “X” 
bears N. 38 deg. 53' E. 0 feet and a 15 inch hickory marked 4i X” 
bears S. 08 deg. 12' E. 13.3 feet: Thence with the marked southwest 
line of said 05 acre tract S. 33 deg. 22' E. 723.8 feet: Thence N. 22 
deg. 38' E. 1152.9 feet to a point in north line of said 05 acre tract 
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and south line of W. P. Brightwell 100 acre tract; Thence with said 
marked line S. 89 deg. 23' W. 653 feet to place of beginning, magnetic 
declination 8 deg. 40' East. 

Said lease being recorded in the office of the County Clerk in and 
for said county, and 

Whereas the said lease and all rights thereunder or incident thereto 
are now owned by J. Edgar Finley, P. T. Fullwood, and Patterson 
Drilling Co., a Corporation. 

Now, therefore, for and in consideration of One Dollar (and other 
good and valuable considerations), the receipt of which is hereby 
acknowledged, the undersigned, the present owners of the said lease 
and all rights thereunder or incident thereto, do hereby bargain, sell, 
transfer, assign, and convey unto A. Johnson and undivided Two- 
l/350th interest in and to all of the right, title, and interest of the 
original leases, in so far as this consignment covers a strip off the west 
side of above described tract (to be cut off by a line parallel to the 
west line of same and sufficient distance therefrom (300 feet at right 
angles to said line) to include two locations spaced at least 150 feet 
from any side and at least 300 feet apart (location number one to 
location number two), together with all personal property thereto 
belonging; to have and to hold unto the said A. Johnson, his heirs, 
successors and assigns. 

And for the same consideration, the undersigned, for theirselves, 
and their heirs, successors and representatives, does covenant with 
the said assignee, his heirs, successors and assigns, that they are the 
lawful owners of the said lease, and rights, interest and appurten¬ 
ances thereto belonging; that the undersigned has good right and 
authority to sell and convey the same, and that said rights, in- 
91 terests and property are free and dear from all liens and 
encumbrances, and that all rentals and royalties due and pay¬ 
able thereunder have been duly paid. 

1. In consideration of the grantee, herein above named, purchasing 
this assignment and the leasehold property herein conveyed, J. Edgar 
Finley, P. T. Fullwood, Patterson Drilling Co., hereby contract and 
agree to do the following things, to-wit: 

(a) To drill at their own cost and expense, one well on the lease 
above described; said well to be drilled to a depth of 3,700 feet unless 
granite in solid formation in its regular place is encountered at a 
lesser depth and in such quantities as to render it impenetrable; or 
unless oil or gas in paying quantities be encountered at a lesser depth. 
The said owners shall have the right to drill an additional well on said 
lease, if in their judgment it appears to be to the best interest of the 
owners of this lease: and the expense of drilling and equipping such 
additional well and all equipment necessary for said lease, shall be 
paid out of the funds received from the sale of oil or gas produced 
from said lease; it being specifically understood that J. Edgar Finley, 
P. T. Fullwood, and Patterson Drilling Co. only contract to drill one 
well; but they may drill an additional well, if in their judgment it 
appears to be to the best interests of all the owners of said lease. J. 
Edgar Finley. P. T. Fullwood. and Patterson Drilling Co. (a Cor¬ 
poration), reserve the right, and they are also expressly empowered to 
borrow money for the purpose of drilling and equipping such addi- 
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tional well, and pledge and encumber by giving a lien thereon, said 
lease, in whole or in part, for the purpose of securing the payment of 
all money so borrowed. 

2. In consideration for J. Edgar Finley, P. T. Fullwood, and Pat¬ 
terson Drilling Co. doing the things set out and stipulated in the para¬ 
graph numbered “1” above and in subdivision “a” thereof, the owner 
and holder of this assignment agrees that J. Edgar Finley, P. T. Full- 
wood^ and Patterson Drilling Co. shall operate said lease above de¬ 
scribed for the benefit of all the parties interested in said lease; and 
shall collect for all pipe line runs of oil from said lease; and likewise, 
collect all money to be received from the sale of gas from said lease; 
and after having paid all proper operating expenses, shall distribute 
and pay to the owners of said lease, such proportion of the remaining 
proceeds as their respective interests in said lease shall entitle them 
to receive, according to the proportionate part of said lease they then 
own. 

3. It is further agreed by the parties hereto that the undersigned 
J. Edgar Finley, P. T. Fullwood. and Patterson Drilling Co. shall 
have the power at any time, in their discretion, to sell and dispose 
of all or any part of the above described lease-hold property on such 
terms and conditions and at such price as in their judgment shall seem 
best and proper, and the said J. Edgar Finley, P. T. Fullwood, and 
Patterson Drilling Co., as a part of tins sale, hereby reserve the power 
and right to make such sale or sales of all or any part of said property, 

i and to transfer, convey, and assign the same, and as an incident 
92 thereto, they shall execute and deliver all such written instru¬ 
ments as may />/e necessary or required to properly and legally 
convey and assign good title thereto, to the purchaser or purchasers 
thereof. And the said »J. Edgar Finley, P. T. Fullwood, and Patter¬ 
son Drilling Drilling Co. are. for the purpose of making such sale or 
sales, fully and completely authorized and empowered to sign the 
name of the grantee herein to any and all instruments that may be 
necessary to be executed and in all other respects to act in said 
grantee’s place and stead as said grantee’s attorney in fact, executing, 
acting, and delivering such written instruments and nuniments of 
title the same as said grantee could do if personally present and execut¬ 
ing and delivering the same in person, and in accepting and buying 
this assignment, the grantee herein does so with the express under¬ 
standing that the said J. Edgar Finley. P. T. Fullwood, and Patter¬ 
son Drilling Co., as above stipulated and provided, may act as attorney 
in fact for said grantee as above set out, the said grantee hereby rati¬ 
fying and confirming all such lawful acts as the said J. Edgar Finley, 
P. T. Fullwood, and Patterson Drilling Co. shall do or cause to be. 
done by virtue hereof. It is expressly understood and agreed how¬ 
ever, that when said lease-hold property or any part thereof shall 
have been sold as herein provided, the said J. Edgar Finley, P. T. 
Fullwood. and Patterson Drilling Co. shall receive and distribute to 
each of the parties owning an interest in said lease-hold property or 
any part thereof, such proportionate part of the net proceeds derived 
from said sale as each of said parties shall be entitled to receive, ac¬ 
cording to the interest each of the parties respectively owns in said 
lease-hold property or part thereof. It is further agreed by and be¬ 
tween; the grantor and grantee herein that this instrument is to be 
effective as an assignment, transfer, and conveyance of the interest 
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herein described only when signed and acknowledged by both the 
grantor and grantee herein. 

J. Edgar Finley, P. T. Full wood, and Patterson Drilling Co. hereby 
reserve the right to pay all money due to the owner of the interest 
hereby assigned to the grantee herein unless they shall have received 
notice that the interest hereby assigned has been sold and assigned by 
the grantee herein to some other person. All subsequent assignees of 
the interest herein assigned shall take said interest subject to and be 
bound by the terms, covenants, agreements, and reservafions herein 
contained. 

In witness whereof, the undersigned owner and grantor has signed 
and sealed this instrument this-day of March 16, A. D. 1931. 

(Signed) J. Edgar Finley, 

(Signed) J. Edgar Finley, Agt. <£• A tty. in fact. 
(Signed) D. M. Finley. Jr., 

(Signed) P. T. Fullwood. 

(Signed) Patterson Drilling Co. [seal] 

By (Signed) W. A. Patterson, Grantors. 

- [seal] 

Grantee. 


93 The State of Texas, 

County of Ru*h. 

Before me, G. S. Jones, a Notary Public, in and for said County 
and State, on this day personally appeared J. Edgar Finley and 
P. T. Fullwood, known to me to be the persons whose names are 
subscribed to the foregoing instrument, and acknowledged to me that 
they executed the same for the purpose and consideration therein 
expressed. 

Given under my hand and seal of office this 25th day of March 
A. D. 1931. 

[seal] (Signed) G. S. Jones, 

Notary Public , Rush County , Texas. 

corporation acknowleikiemen t 

The State of Texas. 

County of Rush. 

Before me, G. S. Jones, a Notary Public of Rusk County, Texas, 
on this day personally appeared W. A. Patterson, President of Pat¬ 
terson Drilling Co., known to me to Ik? the person and officer whose 
name is subscribed to the foregoing instrument and acknowledged 
to me that the same was the act of the said Patterson Drilling Co., 
a corporation, and that he executed the same as the act of such cor¬ 
poration for the purposes and consideration therein expressed, and 
in the capacity therein stated. 

Given under my hand and seal of office this 25th day of March 
A. D. 1931. 

[seal] (Signed) G. S. Jones, 

Notary Public , Rush County, Texas. 

[Endorsement:] Horseshoe Lease Syndicate No. 1. No. 83. As¬ 
signment of Oil & Gas Lease from J. Edgar Finley, P. T. Fullwood, 
Patterson Drilling Co. to A. Johnson 
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94 Exhibit F 

Henderson, Texas, November —, 1932. 

W. A. Patterson, 

Horseshoe Lease Syndicate. Henderson. Texas: 

As an assignment holder of the Horseshoe Lease Syndicate, it is 
my desire that you drill a well on our No. 2 location, which is 300 
feet South of our No. 1 well, providing you can drill the well for 
an oil payment of not to exceed $20,000.00 to be paid out of %ths of 
%ths of oil from the No. 2 well. 

I hold two units or assignments Nos. 83. 

It is my wish that you make your arrangements and proceed with 
the drilling of this well at an early date, or just as soon as possible. 

! (Signed) A. Johnson, 

olf55 Richmond Ave. 

95 Exhibit G 

State of Texas. 

County of Travis. 

I. G. F. Petet. Secretary of the Railroad Commission of Texas, 
do hereby certify that the attached sheet constitutes a true copy of 
the original instrument on file with the Oil & Gas Division, this 
being the Intention of Drill well irl by the Horse Shoe Lease Syn¬ 
dicate No. 1 on the W. P. Bright well Estate in Rusk County, Texas. 

Given under my hand and the seal of the Railroad Commission, 
this the 19 day of February 1938. 

[seal] C. F. Petet, Secretary. 
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Commissioners C. V. Terrell, Chairman, Lon A. Smith, Ernest 
O. Thompson. C. F. Petet, Secretary. Case No. 8141. Rule 37. 
Applicant: Horseshoe Lease Syndicate, Dallas, Texas. 

State of Texas, 

Railroad Commission of Texas. 

Austin. Texas. October 8. 1982. 

The application of the Horseshoe Lease Syndicate for an exception 
under the provisions of Rule 37 coming on to be heard October the 
5th, 1932. by the Railroad Commission of Texas, and it appearing 
that the petition shows good cause: that no injustice will be done 
by the granting of such exception, and that same should be granted 
for the protection of vested rights: 

Now, therefore, it is ordered, that the application of the Horse¬ 
shoe Lease Syndicate for an exception under the provisions of Rule 
37, and a permit to drill their well #2. W. P. Brightwell Estate 4.52 
acre tract out of the R. E. Wynne Survey in Rusk County, Texas, 
is hereby approved, and the applicants are granted permission to 
drill their well #2: Same to be spaced: 150' north of the south line, 
and 150' from east and west lines of said lease. 



96 




form 1 

RAILROAD COMMISSION OF TSXAS~OIL AND OAS DIVISION i 

AUSTIN, TEXAS 

IMPORTANT NOTICE: This is the first record the RAILROAD COMMISSION has of any 
well. It is made the basis of all subsequent correspondence. HENCE IT MUST BE 
CORRECT. 

NOTICE OF INTENTION TO DRILL, DEEPEN OR PLUG 
(To comply with Rules of the Railroad Commission of Texas governing Oil fluid Gas 
Conservation in Texas.) 


;V 


DESCRIPTION OF PROPERTY 

In order that the well covered by 
this notice may be definitely and ac¬ 
curately located on maps in the office 
of the commission, draw in the space 
below, in ink a sketch of the lease or 
block and lot, giving name and number, 
and indicate thereon the EXACT LOCA¬ 
TION of the well, ALSO SHOW THE DIS¬ 
TANCE, IN FEET, OF THE NELL FROM THE 
NEAREST TWO BOUNDARIES OF THE LEASE 
AND FROM THE NEAREST WELL. Give names 
of the adjoining lease or property 
owners. 

Scale: 400* to 1 inch, if less than 
2 acres, 40* to inch. 

Use back hereof for sketch if 
necessary, 

NORTH 

W.r. Brightwi( Jt'if. fee 

7W, Co. 


v* 




7 


U Ciloie 


This notice must be delivered to 

Deputy Supervisor of your district 
before drilling, deepening, or plugg¬ 
ing. He will forward to the Railroad 
Commission, Austin, Texas. 

date—M arsh $ im 

NAME OF COMPANY OR OPERATOR : 

Name Horse Shoe Lease Syndicate No-1 

Address Henderson Texas _ 

% Henderson Oil Exchange. 
NAME OF FARM OR LEASE : 

Kamo W. P. 3rightw»ll - Batata 

Located in Rusk _County 

Sec. No._Block No._ 

Surve y. R^ E. Tflnn _• 


No. of acres 5 more or W ell No. On< 

less 

Rotary or Cable Tools Rotary __ 


/ 


/ 


/ 


Andy 
J K 


Syndic j £ 

«**/ 

! <<? -v 

/ si , 

* J l/f) chotvh + A/kn 


Date work will start March 12 1951 


/ 


Depth to which you propose to drill 
37QO _feet 




Date you wish to plug 
(You must also giW 


/ 


, . _ _ Hell No 

ou must also giVd htftfce to 

adjacent loesses.) 


If lease purchased with one or more 

wells drilled, from whom purchased? 
r . 


Nome 




Ac dress 


RECEIVED 
Mar 14 1931 




RAILROAD COMMISSION 


o 


t tel IVER JC IE PXY SUPERVISOR .I..N_CHARGE C F DISTRICT IN HITCH WELL IS LOCATED 
.* ?, Nc veil for oil or gas shall hereafter be commenced nearer than three 
hur.dr- d (o. 0, feet to n^y other completer or drilling .veil on the seme or adjacent 
^ract or farm; a.nc no wold whall he drilled nearer than one hundred nnd fifty 
(UO) ft-vt to any rropert\1 ine; provided that the Commission, in order to prevent 
.''-to or to protect vested\ights, will grant exceptions permitting drilling with¬ 
in shorter distances than as'above prescribed, upon application filed fully stat¬ 
ing the facts, notice thereof having first been given to all adjacent lessees 
affected thereby. Rule 37 shall not for the present be enforced within any 
arcvon oil field which is on a. proven salt demo structure. 
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This permit is granted with the further understanding that if^ 
there is a building, structure, or other object of any kind which would 
constitute a fire hazard less than 150' to location as described herein, 
same must be removed from the premises before the well covered by 
this permit is drilled into any pay formation. 

The above and foregoing is a true and correct copy of an order 
of the Commission entered on this the 8th day of October 1932. 

(Signed) R. D. Parker, 

Chief Supervisor. 

98 Exhibit l 


Horse Shoe Lease Syndicate, % Oil Exchange, City. In account 
with CITIZENS NATIONAL BANK, capital and‘surplus $150,- 
000.00. Henderson, Texas. Please examine at once, if no error is 
reported in ten days this account will be considered correct. The last 
amount in this column is your balance. 


Date 

Checks in detail 

Date 

Deposits 

Date 

New bal¬ 
ance 


Balance brought for- 



Dec. 31,’31 ... 

915.49* 


wani. 






Jan. 2. ’32. 

30.02— 

7.00— 

1.0O— 

Jan. 2. ’32. 


Jan. 2 ’32. 

876.87* 

Jan. 4. ’32. 

7. 00— 

3.50— 

4.06— 





Jan. 4. ’32. 

7. 00— 

105.00— 

3.50— 





Jan. 4, ’32. 

30.02— 



Jan. 4. ’32. 


Jan. 4, ’32. 

715.59* 

Jan. 5. *32. 

10.50— 

7. 00—— 

7. (MV— 





Jan. 5. ’32. 

30.03— 

75. (X)— 


Jan. 5, ’32. 


Jan. 5, ’32. 

585. 40* 

Jan. 6, ’32. 

7.00— 

5. (XV— 


Jan. 6, ’32. 


Jan. 6, *32 . 

573. 46* 

Jan. 7. ’32. 

7. 00— 

5.(XI— 


Jan. 7; ’32. 


Jan. 7, ’32. 

561.46* 

Jan. 9, '32. 

7. 00— 



Jan. 9, ’32_ 


Jan. 9, ’32. 

554. 46* 

Jan. 11. '32. 

7.00— 

50. 00— 


Jan. 11, ’32. 


Jan. 11, ’32.... 

497. 40* 

Jan. 14, *32. 

16. «X)— 

7.00— 

7. (X)— 

Jan. 14. ’32. 


Jan. 14, ’32. 

467.46* 

Jan. 15, ’32. 

30. 02— 



Jan. 15. ’32. 


Jan. 15, ’32. 

436.84* 

Jan. 16, ’32. 

21.87— 



Jan. 16, ’32. 


Jan. 16’ 32.. 

414. 97* 

Jan. 18, '32. 

21.87— 



Jan. 18, ’32. 


Jan. 18, *32- 

393. 10* 

Jan. 19. ’32 . 

38.89— 

38.89— 

35. 13— 





Jan. 19, ’32.. 

43. 75— 



Jan. 19. ’32. 


Jan. 19, ’32.... 

236. 44* 

Jan. 21, ’32. 

14.00— 



Jan. 21, ’32. 


Jan. 21, ’32. 

222.44* 

Jan. 22, ’32. 

237.50— 

10.00— 

250.00- 

Jan, 22, ’32. 

1,940. 24 

Jan. 22, ’32. 

1,665.18* 

Jan. 23. ’32. 

7. 00— 

7. IX)— 


Jan. 23, ’32. 


Jan. 23, ’32. 

1.651. IS* 

Jan. 25. *32. 

5.00— 

5. (JO— 

21.88— 





Jan. 25, ’32. 

2. 10— 



Jan. 25, ’32. 


Jan. 25. ’32. 

1.617.14* 

Jan. 25, ’32. 

75.00— 

71.70— 


Jan. 25, ’32. 


Jan. 25, ’32. 

1,470. 44* 

Jan. 26. ’32. 

5.00— 

5. (X)— 

90. <X1— 





Jan. 26, ’32. 

5.81- 

5. (X)— 

5. 00— 





Jan. 2*1. ’32. 

5.00— 

5. (X)— 

5. (XV— 





Jan. 20, ’32. 

2.50— 

20. (X)— 

10.00— 





Jan. 20, ’32. 

5.00— 

5.0!)— 

5.00— 





Jan. 20, ’32. 

5.00— 

40. (XV— 

5. 00— 

Jan. 26, ’32. 


Jan. 26. ’32. 

1, 242. 13* 

Jan. 20. ’32. 

75.00— 

75.00— 

5.00— 





Jan. 20. ’32. 

21.88— 



Jan. 26. ’32. 


Jan. 21, ’32_ 

1.065.25* 

Jan. 27, ’32. 

10.09— 

10.00— 

5. (X)— 





Jan. 27. '32. 

5. 0O— 

5. (XV— 

20.00— 





Jan. 27, ’32. 

10.00— 

5. 00— 

5. (X)— 





Jan. 27, ’32. 

5.01V— 

5.00— 

5.00— 





Jan. 27, ’32. 

5.0O— 

5. IX>— 

5. 00— 





Jan. 27. ’32. 

25. 00— 

5. (X)— 

5.00— 

Jan. 27. ’32. 


Jan. 27. ’32. 

925. 25* 

Jan. 28. ’32. 

5. 00— 

5.00— 

5. (X>— 





Jan. 28. ’32. 

5.00— 

5. (X)— 

5. (XI— 





Jan. 28. ’32. 

5.00— 

.*). (XV— 

5. 00— 





Jan. 28, ’32. 

7. 50— 

10. (XV— 

2.50— 


Balance.. 

Jan. 28, ’32. 

808.37S 

Jan. 28, ’32. 

7. 50— 

2.50— 

21.88— 





Jan. 28. ’32. 

5. (XV— 

5.00— 

10.00— 
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Date 

Checks in detail 

Date 

Deposits 

Date 


C 

Balance broucht for- 



Jan. 28. ’32. 

SOS. 37* 


ward. 






an. 28. *32._ 

5.00— 

5. 00— 


Jan. 28, ’32. 


Jan. 28. ’32. 

798.37* 

• an. 29. '32. 

5.(Hi— 

7.50- 

10 . 00— 





Jan. 29. ’32. 

.1. ou— 

10 . 00— 

2.50— 





Jan. 29. ’32 _ 

10 . (K1— 

5.00— 

5.00— 





Jan. 29.'32 ... 

.v oo— 

10. (HI— 

00 - 





Jan. 29.’32 

5. (Ml— 

5. 00— 

10 .00— 

Jan. 29. ’32. 


Jan. 29. ’32. 

678. 37* 

Jan. 30. ’32. 

5. 00— 

5.00— 

5.00— 





Jan. 30. ’32. 

5.00— 

5.00— 

5. 00— 





Jan. 30. '32 _ 

5.00— 

5. OO— 

5. 00— 





Jan. 30, '32 . 

5.00— 

10 . 00— 

5.00— 





Jan. 30. '32. 

5. IK)— 

30. S3— 

5. 00— 





Jan. 30. ’32. 

5. 00— 

5. 00— 


Jan. 30. ’32. 


Jan. 30. 32*. 

562.74* 

1 





Balance. 

Jan. 30, ’32. 

562.74s 


This statement is furnished you instead of balancing your pass hook. It saves you the trouble of bringing 
your pass book to the bank and waiting for it to be balanced. These statements will be found very con¬ 
venient to cheek up and file. If no error is reported in ten days the account will be considered correct. All 
Items are credited subject to final payment. I’se your pass book only as a receipt book in making deposits. 


Date 

Checks in detail 

Date 

Deposits 

Date 


100 

Balance broucht for- 



Jan. 30. 32 . 

562. 74* 


ward. 






Feb. 1, 32. 

5.00- 

20.00— 

2.50— 





Feb. 1, 32.... 

5.00- 



Feb. 1. 32. 


Feb. 1. 32. 

530. 24* 

Feb. 2. 32 . . 

75.00— 

5.00— 

2. 50— 





Feb. 2, 32_ 

21.88— 

6.00— 


Feb. 2, 32. 


Feb. 2. 32. 

420. 80* 

Feb. 3. 32 

5.00- 

5. 00— 

5.00- 





Feb. 3,32 _ 

5.00— 

5.00— 


Feb. 3. 32 . 


Feb. 3, 32. 

395.86* 

Feb. 3. 32 . 

25. 00- 



Feb. 3. 32.. 


Feb. 3. 32. 

370.86* 

Feb. 4. 32. 

10. 00- 

7.50- 

5.00- 

Feb. 4. 32. 


Feb. 4. 32. 

348.36* 

Feb. 4. 32.. 

5.00- 

10,00— 


Feb. 4. 32. 


Feb. 4. 32 . 

333.36* 

Feb. 6. 32 

21.87— 

1.67- 

5. (¥4- 





Feb. 6, 32 _ 

5. 00- 

5.00— 


Feb. 6.32 .. 


Feb. 6, 32. 

294.82* 

Feb. 8. 32 

5.0(4— 



Feb. 8, 32. 


Feb. 8. 32... 

289.82* 

Feb. 9. 32 

75.00— 



Feb. 9, 32 . 


Feb. 9, 32 . . 

214.8 * 

Feb. 9, 32. 

38. 89— 

38.88— 


Feb. 9. 32 ... 


Feb. 9.32 .. .. 

137.05* 

Feb. 10, 32 

10.00- 



Feb. 10. 32.. . 


Feb. 10. 32 .. 

127.05* 

Feb. 11.32 

21.87— 

30.63- 


Feb. 11, 32_ 


Feb. 11,32. 

74. 55* 

Feb. 13. 32 

3.25— 



Feb. 13. 32... 


Feb. 13. 32.... 

71.30* 

Feb. IS. 32. 

5.00- 

30.00- 


Feb. IK. 32_ 


Feb. IS, 32 .. 

36.30* 

Feb. IS, 32. 




Feb. 18. 32_ 

3. 123. 13 

Feb. 18. 32 ... 

3.159. 43* 

Feb. 19, 32 .. 

2.00— 

15. 10— 


Feb. 19. 32. 


Feb. 19. 32 ... 

3.142.33* 

Feb. 19. 32 ... 


21.88— 

40. OO- 

Feb. 19. 32 .. . 


Feb. 19. 32... 

3.005.45’ 

Feb. 20, 32 . .. 

5.00— 



Feb. 20. 32 .. 


Feb. 20. 32 . 

3.000 45* 

Feb. 20, 32 . 

4.45- 



Feb. 20, 32... . 


Feb. 20. 32 .. 

2,996.00* 

Feb. 23, 32 . .. 

5.00— 

5.00— 

2. 50— 





Feb. 23. 32. 

5. 00— 

5.00- 

25.00- 





Feb. 23. 32 _ 


5. 00— 

5. (¥4— 





Feb. 23, 32 . 


5. 00— 

5.00- 





Feb. 23, 32 

25.00— 

5.00—■ 

5.00— 





Feb. 23. 32 


5. (¥4- 

5. (¥)— 





Feb. 23. 32. ... 

25.00- 

6.00 - 

5.00- 





Feb. 23. 32 

90. 00— 

105. (¥4— 

150.00- 





Feb. 23, 32 .... 

5. <¥>— 

16. 23- 


Feb. 23, 32 ... 


Feb. 23. 32 . 

2,472.65* 

Feb. 23. 32 ... 

325. 00- 

5. (¥4— 


Feb. 23, 32 ... 


Feb. 23. 32... 

2,242. 65* 

Feb. 24. 32 

2.50— 

5. (¥4- 

2.50- 





Feb. 21. 32_ 

5.00— 

5. (¥4— 

5. (¥1- 





Feb. 24. 32 . . . 

10. 00— 

5. 00- 

35. (¥4— 





Feb. 24 , 32 . 

2. 50— 

10.00— 

5. (¥1- 





TTr*K *X1 lo 








Feb. 24, 32 .. 

5.00- 

20 <19— 

5. (¥4— 


Balance 

Feb 24. 32 . . 

2.035.15s 

Feb. 24. 32 ... 

5. <M4— 

5. (¥4- 

5. (¥4- 





Feb. 24. 32 ... 

10. 00— 

5.0(4— 

5. (¥4- 





Feb. 24. 32. 

5.00— 

5. OO— 

3.00— 





Feb. 24, 32 . 

10.00— 













































Exhibit J 



Horseshoe Lease Syndicate 

• • • • • • • 

: : check No.. 221 

•• # *••• • • 

Hend&^ort, Texas, October 21.19 \2 


itepoait Praia! ;;m on 


^orkiaena Compensation 


ftnd Liability Insuranct 


Sevan ty aevan and jiq/XClQ 


Dollars 


To The Citizens National Bank 

88-315 HENDERSON, TEXAS 


T rustce 


This Check Is Given in Payment For 


Syndicate 

Check No_ 


*H£i?d&rson, Texas, 


Pay to the Order of_ il 


.Dollars 


To The Citizens National Bank 

88-315 HENDERSON, TEXAS 


T rustee 


in Payment For 


HSncfer&h* Texas, __Qc:fc* 22,193? 


Pay to the Ord§£ of^.Co^er 


Dollars 


To The Citizens National Bank 

88-315 HENDERSON, TEXAS 


(Fact p. 58) 


C P 0-0 — t54011 


















































































Exhibit J 




te calls Job# 




*BTcabar 3.932 



Horseshi 


• • 


• • 


oe Lease Syndicate 

Check No_2 22- 


W # A«Patt«aaon.. 

* -■ • •— 


Hebdirson^Te xas , November>10,1932 

_$ 9 >00 


• • • • 


• •••• 


Kina and no/100—«»— 


---- 

• • 

.♦ 


To The Citizens National 


• i • • •* HORSESHOE LEA! 

ional fiatilc • (••••• V^^r-.— 

WAS V ♦ - e 4- S 


••• # --—--—Dollars 

HORSESHOE LEASE SYNDICATE 


Trustee 


•T«i' 


Tbit Check b Given in Payment For 


Haply 


Pay to tfce Order of_ a- gag . 


Horseshoe Lease Syndicate 

t iV Check No- 2ZQ_ 

• • # •* jHendefson, Texas, 2:0^1,1^32_193_ 

•••••• • •••• 


.$- 17.95 


.jSagantaan 


a nd # 95/4qo — ~-y^- *y - -r-r- — _=_ r - - - t . t-- D ollars 

• •• • Ur\DCCCUAC TIT ACC CVKTnr/'A-rr 


SS-U5 HENDERSON, TEXAS* • 




HORSESHOE LEASE SYNDICATE 

< - < 11 ^ 


Trustee 


Hu» Chcdc U Given in Payment For 


Conpanaatl on Insurant 


Aq Sap tamper 15,1 332 . 


.A Horseshoe .Lease Syndicate 

• «« • A • • # 

•• * V* 090 


♦ 


> • - • • 


• •• • 

• •••• 


Check No .• . 22. 

• flenc^rsqif,/t&flas, ^ctorer 21 y 193 2—-193. 


• • 


• • • 


Pay to the Order of. - j—a 


$ ?.6o 


i-' • • • ••, ■ r^'> 

and 60/100-*7-y*-*"^ ^*-- -~- Etolkrs 

^ * * * HORSESHOE LEASE SYNDICATE 


To The Citizens National Bank 

S8»313 HENDERSON, TEXAS 


v : ••• hc 

| By_r^ 


> 

• ■ 4,#, A*iSV' 


T 


Wb^ Trustce 









































































Exhibit J 






(Face p. 58) 


g r o-o— 154011 


This Check I» Given in Paymttt^Eafi, 


r li JJorseshoe 1 

•• •• • .* • • 
1 • •• • • 

_ •• •• • 


Pay to the Order of 9 • 0 *M o rgan 


Five and no/100- 


_ ... . Henderson, 

J : : v <; 
i *: . : c„% 

—* •—vt ..tv 


Lease Syndicate 

nw.ic.No. . _1M 
h-Mas Nov. 18,1932 _193 


5.00 


To The Citizens National Bank 

88-315 HENDERSON, TEXAS 


-- * . r rr # 

•< • • ••• 


JDollars 


HORSESHOE LEASE SYNDICATE 


Tnutec 


Thu Check I. Given in Payment For 


3al of Salary 


Horseshoe Lease Syndicate 

• • • • ••••••• * 

check No_ 231 

*ffenderson,*Texas , Nov 26.1922 _ 193 . 


• •• • A •• • 

•• •• • . ... 

• • • • • •• . 

• • A •• 


\ JF • • • • 

Pay to the Order of._ a.N. Full —„ _ 

— Tw e lv e and 60/10 0— - ■ ■ 


• • • • 


HORSESHOE LEASE SYNDICATE 


■m-—u Dollars 


To The Citizens National Bank • • 

88-315 HENDERSON, TEXAS 


Thu Check I* Given in Payment For 


Salary to 11/5/3? 


• • 


Pay to the Order 
—Twenty five and no/ 


To The Citizens National Bank 

88-313 HENDERSON, TEXAS 





























































This Check Is Given in Payment For 

. .- ■ ss..r? , l "ia 


a —j 


fw X^rt 

X* w v w 


■ Horseshoe Lease Syndicate 

•• 

Check No_22 


Pay to- the Order of— 


r'UiA-S. 


s^d n c / X O i 


* *Henda-S<3n.»Tfctas? . k n v . 7 » v, -> 9 - 

- .•.••• • 

Vnt.Qn <4 -2—• • t _ 

•1 *l Tv - 

• • ••• # 


o 




• • • • • 


To The Citizens National Bank 

88-315 HENDERSON. TEXAS 


c f ■ -- r-D ollars 

Horseshoe lease syndicate 

4* -• - p r _ ** 

-i. — C —r « «•-—_ r ^ w- _ 


Trustee 


Thi-> Check Is Given in Payment For 


Sadary to ll/20/o2 



Horseshoe Lease Syndicate 

• *»*r\ # * Check No <236 

,• • * ; 

C J^ncler&frf, *Texas, Novemver 19,1932 icn 

• •••♦ 


• •• 


Pay to the Order of ruilw$£&. 


-wnr 


JL*l 


’> • 


S 12.SO 


?•<? elv e_and .5 C/1 OC - ~ ■- - - - »«• «•*. : -TV IIar^ 

• • • 1 

• • *. <1* • . • HORSESHOE LEASE SYNDICATE 

Bant.: •§§:; : 

) • •<- 


To The Citizens National 

88-515 HENDERSON. TEXAS 




Trustee 


This Check Is Given in Payment For 


s»lMy_t«. 12/20/32 


...Horseshoe.Lease Syndicate 

I**!.***! * . •*.; Check No._ 

*. •*. .... : ;... 


291 




Pay to the Order o^> 




Jull«**d- 


••• Mc»der«on, 

:. : * :• 

* •: • :: • •. • 

-•-- 




20.1932-193. 

.$ 25.00_ 


• • 


TwtjLtx JTliJi, mad 




--.D ollars 


To The Citizens National Bank 

88-315 HENDERSON, TEXAS 


• • • HORSESHOE LEASE SYNDICATE 

r if r • • • 



Trustee 


(Face p. 58) 


C * 0-0—154011 











































































Exhibit J 





(Face p. 58) 


c P 0-0-lb401l 

























GUY T. HELVERING, OOMMR. VS. HORSESHOE LEASE SYNDICATE 59 
10G Exhibit "K” 


DIVISION ORDER 

Horseshoe Lease Syndicate Lease 

To Southern Oil Refining Company, 

Tyler , Texas. 

We, the undersigned, and each of us, guarantee and warrant that we 
are the legal owners, in the proportions set out below, of all of the oil 
produced from well numbers one and up on the W. P. Brightwell heirs 
Farm, described as The West 5.1 acres out of 11 acres out of It. E. 
Winn Survey. Rusk County. Texas, described as follows: A tract of 
land off the NW. cor. of the W. P. Brightwell so-called G5 acre tract: 
Beginning at the NW. cor. of said 65 acre tract to the original iron 
stake for cor.; whence a 24" mulberry marked X bears N. 7*2 W. 2 
feet; Thence with the NW. line of said 65 acre tract and SE. line 
of W. P. Brightwell 2% acre tract South 22 degrees 38 minutes West 
490.4 feet to the original stake for S. cor. of said 2% acres and one of 
the NW. corners of said 65 acre tract; Whence a 12" hickory marked 
X bears X. 38 degrees 53 minutes K. 6 feet, and a 15" hickory marked 
X bears S. 68 degrees 12 minutes E. 13.3 feet; Thence with the marked 
SW. line of said 05 acre tract South 33 degrees 22 minutes East 723.8 
feet: Thence North 22 degrees 38 minutes E. 1152.9 feet to a point 
in the North line of said 65 acre tract and South line of the W. P. 
Brightwell 100 acre tract; Thence with said marked line South 89 
degrees 23 minutes West 653 feet to place of beginning, in Rusk 

County. State of Texas, and commencing as of 7 a. m. the_day 

of first run, 193__ and until further advised in writing, you are au¬ 

thorized to receive oil therefrom, purchase it, and pay therefor as 
follows: 


Credit to 

Division of interest 

Post office address 

D. M. Finley. 

f*6 W. 1. 

c/o Morgan & Ilolden 1504 First Natl. Bank 
Bldg.. Dallas, Texas. 

J. Edgar Finley. 

P T FftllurstAH 

Patterson Drilling Co.. .. 

1 



The following covenants are also parts of this division order, and 
shall be binding upon the undersigned, their successors, legal repre¬ 
sentatives, and assigns: 

First. The oil run hereunder shall became your property as soon as 
the same is received into your custody or that of any pipe fine or other 
agency designated by you. 

Second. The oil received and purchased pursuant hereto shall be 
delivered f. o. b. to any pipe line designated by you which gathers and 
receives said oil. and you agree to pay for such oil to the respective 
owners according to the division of interest hereinabove indicated, at 







60 GUY t. helvering, commr. vs. horseshoe lease syndicate 

the price paid by you for similar crude oil in the field where said oil 
is produced, prevailing on the date of each respective run; settlements 
and i payments shall be made monthly account oil runs during the 
preceding month. 

Third. You are to receive merchantable oil only under the terms of 
this division order. The gauging, testing, and correction for tem¬ 
perature of, and deductions from, oil purchased hereunder, shall be 
in accordance with the Pipe Line Rules and Regulations of the 
107 Railroad Commission of Texas, or other Governmental agency, 
i supplanting or succeeding the said Commission. You are not 
expected to receive oil in definite quantities, or for fixed periods, or to 
provide storage on the credit balance plan, or otherwise, except as and 
when you shall now or otherwise so agree in writing. 

Fourth. Satisfactory abstracts or other evidence of title will be 
furnished you at any time on demand. In the event of failure to 
furnish such evidence of title, or in the event of any dispute or question 
at any time concerning the title to said land and/or the oil produced 
therefrom, you are authorized to withhold the proceeds of all oil 
received and run, without interest, until such dispute, defect, or ques¬ 
tion of title is corrected or removed to your satisfaction, or until in¬ 
demnity satisfactory to you has been furnished; and in the event any 
action or suit is filed in any court affecting the title to the land above 
described or the oil produced therefrom, to which any of the under¬ 
signed is a party, written notice of the filing of such suit or action 
shall be immediately furnished you by the undersigned. We agree to 
notify you of any change in ownership, it being understood that any 
vendee or assignee shall take said interest subject to the terms of this 
division order. Should the interests hereunder become subdivided, 
you shall have the right to require the written designation of a com¬ 
mon agent to receive payment for the several holders thereof, and 
shall not be required to make payment for that interest until such 
designation is furnished. 

Fifth. This division order shall become valid and binding on each 
and every owner who signs it, regardless of whether or not any of the 
other owners have so signed. 

Signature of witnesses (2): 

L. A. McDonald. 

Signature of Owners—For Ourselves and as agents and attorneys- 
in-fact for unit holders in Horse Shoe Lease Syndicate: 

D. M. Finley, 

By J. Edgar Finley. 

Agent and Atty. in fact. 

J. Edgar Finley. 

i P. T. Fcllwood. 

i Patterson Drilling Company, 

By W. A. Patterson. 










SOUTHERN OIL REFINING COMPANY 


( INCORPORATED > 


N? 2268 C 


tyler, Texas. January 15 # 1 932» 


J* Edgar Finley, T* Fullwood, 

Pay TO THE ORDER OF Finley & Patterson Drilling C 0 „ - - - $ 1,940,24 


rcc'jt«i*-*'-£ 940 £ag 24 m. 

- A — • p ■■ *mm 


AMOUNT 


I* • • • • » 

• ••• • •• 

• • • 


--Dollars 

OMPANY 


CITIZENS rJ/yriOWAl/BANK 

• ! • • • • • 

08-78 « TYk^TTEXA% • • • 



COUNTERSIGN CO 


© 


>»J-' o •‘Q 
r «h S 


*C L 
fl <3 O 

CO j; 

CH C 
OH O 

«C © n 
CO =: 

a' •, 
© XT a> 
7) to c? 
L t~» X 
O L © 
“ fQ C- 






TO # .r*: «,•* 

•* 0 s ' -*yS * •* & • 





4 M 




X 


»//• " 

Q;X 

V-*aN»» ■ 

v .^ /0 sS ,. 


154011 




























Exhibit L 


SOUTHERN OIL REFINING COMPANY 

< INCORPORATED) 


N9 5237 

TYLER. TEXAS. 15 1 1932. 


vi • cetc^ar x tn-cey y D • • * in^ey. 

Pay TO THE ORDER of p.Tuilwood a -nd Patterson Drilling ‘Company 

4ms. 51 m 

\ tP T ^ 


$1,504.51 


amount 


• • . . • ••• 

• • ••• ••« • 


• • • • • 

CITIZENS NATIONAL BANK • • 

• • • • • 




SOUTHER! 


DOLLARS 
IMPANY 


«J 0 ’H 


TYLER TEX^S* 




C-t < O O 
^ O 
3 H» O 
© M O • 



Accoptcd in full settlement 
875 of all oil run from Horse 













TSthtmt L 


SOUTHERN OIL REFINING COMPANY 


( INCORPORATED! 


8401 C 


tyler. Texas. cembep- ,1 5, 19 52. 


J. Edgar Finley, Finley, 


Pay to the order of P•!.Fullwood and Patt 


filling 


iWMB«o•*=*!£ I.g&aBS 9 7SE 

•• • • • ♦ .••• • — 1 - : -“-:-v 

• • • •_\y- 



o \ 

\» 51,196.9V 


amount 


dollars 


# * ## SOUTHER 

CITIZENS NATIONAL eANK**i/(* • *• 

• • t»/ /• 9 ^ 


ee-78 


TYLER. TEXAS • • 



COUNTERSIGNS 


"N 


• • 


• • 


o 


9* • • • •• 


„y 














1 


o o <5^ 00 

o h o cx» ► 
goo 
6* »ij CD h» o 
CD P 5*3 O 
H H O ctT) 
B ® O cT 
y-J^» H O 

8 1ro p, 

3)0 CD 
tOP P CT H* 
• CO CD ts 

XQ H- 

O CO p 
0«< P H 

g P H H 

*J o o © 

P H> CT 
cr Her 

B wi | 

CD ^ P 

h»h»c r 

ilia 


(Face p. 60) 
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Exhibit M 


This Check It Given in Payment For 


Pro-rata, of oil runa 


to September 30,1932 

~3# ■ 


(' ) 


. • *. Ji.or^e?hqe. JLease Syndicate 

••••# •• • * 


•• •• • 

• • • • •••• 

• • •• •••• • ••••• 


Pay to the Order ofl 


Check No. 

HendCrsop» .Texas. October 21.19^2 

W.Ji.Pre'et$$ Recaivar jfar 


163 


. 193 . 


• • 


PftttnrBQn jBri >ling Cdtcpan>. ! * t 

• • • • •• 


One flJid 75/lCQ« 


-$_AaZI 


-*—■—-r 

• • • • • • 


.Dollars 


To The Citizens National Bank 

88-313 HENDERSON, TEXAS 


•j. . . 


HORSESHOE LEASE SYNDICATE 




Tru<cc 


This Check Is Given in Payment For 


Pro-rate, of oil runs to. 

10 / 33 / 32 -- 


2&L. 


Pay to the Order of-H 

O"* Vilinrirari 


.♦•..•Horseshoe Lease Syndicate 

*••*•**• • *•.: Check No—225 

__ •••• • 

•••••• •••Hendersyn Texas, L ev ert*r 21 r l^}? ]QX 

—— • • . * • • • • 

!*_:_ s 115,00 


To The Citizens National Bank 

88-315 HENDERSON, TEXAS 


fifteen and 

A ® ^ ® • a 

• ••I*”* • • • 


^Dollars 


HORSESHOE 


IDICATE 


By—^ 


Trustee 


This Check Is Given in Payment For 


Pro-rata of oil rune to 

10/31/32, 


a ltf 

2iy.. 


Pay to the Order of_W*S Pt«£$- 


.. .. Horseshoe Lease 

•• •• • • • 

•• •• • 

• »•••• penjerson,"Texas, frOYtEbtr 2I»193P— 

_ > • • ••• v _ 

• • ••• • • » • *"'•« ' . 

• • • • / • " ‘ •* * 

^— .. : -- : . r 

• - ••• • 


Syndicate 

Check No_ 253 - 

193 . 


50 


Thirty eeven and ffgy'l OO-}-V ; r i - w *h mm ~~~ 

W J • • HORS^HOE LEASE SYNDICATE 

To The Citizens National Bank* * (" * * '* ^ - 

By- Jrr cV 


88-315 


HENDERSON, TEXAS 


Trustee 











































































Exhibit M 



Thu Check I* Given in Payment For 


Horseshoe Lease Syndicate 

* • • l I • Check No. _' 19 C 

• A m m O ~ 

• •Tgxas . October ,21,1932 ICtt 


£ ro « rat of nil nns 
to Saptamhar 30 , 193 ? 


■gj-Fty two »nH qn/inft 


Dollars 


IORSESHOE LEASE SYNDICATE 


To The Citizens National Bank 

88-315 HENDERSON, TEXAS 


Trustee 


This Check Is Given in Payment For 


Horseshoe Lease Syndicate 

’♦•I.! !*•* Check No_2 


Pro-rata of oil runs fra 


10 /^ 1/32 


Pay to the Order of_ELLalEayaa 


Thirty seven and 5 c /iOQ 


Dollars 


To The Citizens National Bank 

88-315 HENDERSON, TEXAS 


This Check I* Given in Payment For 


Horseshoe Lease Syndicate 

.**.*:••**: Check No_ 

lH •* •£••• Lv: 

gi * .Texas, 


runs 


tn feaptamhar 3Q f 1932 


October 21,1932 icn 


R.L«May+ B 


Dollars 


mr±y two and 5Q/10Q 


To The Citizens National Bank 

88-315 HENDERSON. TEXAS 


(Face p. 60) 


C P 0 - 0—154011 








































































Exhibit lit 


This Check Is Given in Payment For 


- Pro-rata of oil runs to 




Horseshoe Lease Syndicate 

: . *' : *:*• **; check No 16 

• *..* ••• 

• •Hcndter&rv.Texas,- September 21 1Q32 


• • 


• • • • 
* • • 


$-2.4. 50 


Pay to the Order of - Arthur C.* yec.eS:- - * - . J 

*•* *.*• TTl 

^en ^^Zcur-- - - -.D ollar* 

• •. V •* • ' ' HORSESHOE LEASE SYNDICATE 

1 • * • • • • 


To The Citizens National Bank * # 

88-315 HENDERSON. TEXAS * j 


Trustee 



This Check Is Given m Pay n^n t For 


to September .^Sl * 13$2 
_ 


• • 


• • 


• • 


.. . Horseshoe Lease Syndicate 

Check No. • 212 

HgndersQnTJ^xas, October,1932 _193_ 


•••• • •••• 


Pay to the Order 
One 


To The Citizens National Bank 

88-315 HENDERSON, TEXAS 


- D ollars 


HORSESHOE LEASE SYNDICATE 

Byl12^^ 


• • < 


(Face p. 60) 


G P 0-0 —134011 

























































Exhibit M 



812 47 


14.ml.46 


i r»*. 

rutin 
c# Ntf 
Ixcovs 


1 HinMlM !u« 
10(e) Aeon) 


SCHEDULE ATTACHED 


I orin IOW 
• «if * ■■ ’ n I 

fcl Mtf* SUlIKk 

<Aj4>i«‘i Sump) 


3 r N D ? O-A- TJ I'.'j 0 

* ! PARTNERSHIP RETURN OF iNCOM&f- 


-rx^UJA 'l<'' 


r ' J (TO BE FILED ALSO BV SYNDICATES, FOOLS, JOINT VENTURES. ETC.) 

For Calendar Year 1932 

file TLii Return WitK the Cetlectar el loti/rul Retenue lee le Djfakt en e» B«fe-« Mirth IS, IMJ 


PRINT PLAINLY NAME AND BUSINESS ADDF^SS OF PARTNF.RSIIIP 

HORSESHOE LEASE SYNDICATE 

tN»n.e) 

f 612 First National Bank Bldg 

t \ Ov * * t>Unl tu*J tmrijUrJ 

V \ Dallas, Texas 

ll>li l!Nf Iti lMxN 1 

j iw*.'; Oil Operetore . 

ilili il Oijinkelwo ... April 1931. 


.&• Nm Writ* ia Tbbm SfKM 


aa... 92 aa&iJ > .. 


DUtfkt. 


(Date Rm.IikD 


: :rX gross income 

1. ('lit..-- It. vlfli It :o II itii^or I’lt'lf- ■- <• / , 

J Ia -> C,L.t . I iKk-m S>i.l: ‘ 

InVt • 1 I tiitu-i! . . 


I, I . , 

•i f>.± '*j .... x ... ..£ 18 22.1-16 K" 


. w i0.Ntei! 

Scv i 5fei 

;* .■*, INha!.-*. J.'II.I \ < nluii'A, etc. (luttuuiMkhlNa). < v>r. 1 v V^!~. 


|t... t |t. , |>.|>.i. . \ <%>rj • : Ikiittlsi Ic. (etccfit lulerontoii lA\*frcc c tenant Iaoi.UV .. • .*f. 

il. i,t t .hi T.iv-frvi 0>'* • * II null ’i whllh » Tai «:u I’nltl at Kotllte ....... 

7 l!' :tln. ........ . ....... 

!*. I’rvlit fftutl S.llo of Hull KM.Alt . Stocks I nil*, rtf. (FrwnScfcoluk II)....... .... 

. 

in I’.ii l. nUoti: (u) Stock « f ILuih tie C r mratloi . «ul>jcct to taxation miller Title 1 < f 1032 Act. J........ 


{h) Stock of IXAiiiontic I'<>f|i<>riilioiL< cot riltijcd to taxctioli under Title I o( 1032 Act... . 

» ; • 

• Slock, of Foni(h (Jorporatio'.ii....—..... ..... 


It. OIL r IncoTOtJ . (Fiile ailure o{ iuo'C*l. 

Miscellaneous Items 


Total Imhvk in Iyeui 3 to It.. ... 

DEDICTIONS 

13 Sil iri. i - f I'.rii|ilo\«o*; die*. (tn.-t ileewapmieti 0 t'-f fkrlewi).... ......;. 

It )!■ tit <>n H i.ir. I’rn|ici1y . ....■....... 

1.3 !!• | i r<. tlr :^khetu>|i]..,... . .... 

U- Illicit Ion I ■!••!.tcijin-s*.. ....• ... . . . 

17 i': ■ on II i-it f-; I’rojH rty. rlrta .‘ktnlnleE) - ..... ... ........ .. 

Is (/• t'V l lr<, Storm, etc. (It ahhehiler). . y -' 

lv;' ll.il IMN. x V«ji3e«)._. . .......... 

i> •. iti , 1 , Oidlt .fence, ruttl Depletion. <i r. :t> Fetal il* II)_. 

21. in i 11. Iin li.ir-- Vulli-'iiMil tijr Lawt’ (RipLiciIelow ft en vi«mteitait) 

Miscellaneous Expenses 

22.. Torn Du o. tioxa in Iti.ha 13 r<> 21.. 

23 Nir lvoouF Utcui 12'iplnin Item 22).... ....... 


PARTNERS’ SHARES OF INCOME AND CREDITS 

. (See iMlieellea 20 


I Niki aw .lieibi or Fira I'urtn 


ToTAUL 


. fh"*""- 

'X »•» leMt-L* •nee<>riMrrM<i)ii«|Wiefi aek ...... . 

--— 


«. Iitmti or Nit 
J xconi (Item » 
Mur* Anoint m 
Cotcen 1) 

- ■■ -y.iNtor, 

L CINTH Nit Oun 
oi low (Scrovui 
C, Coicm f) 

«. ixona Tai 

2, Inconi Tin 
Pile Pol EMM 
.Courtmu o» 
Unnui Stittn 

< i 
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...... 
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Exhibit N 





SCHEDULE A—COST OF LABOR. 8UPWJE8. ETC (8m IntbufrUon 9) 


SCHROULH B-PROFIT FROM SALK OF REAL ESTATE. STOCKS. BONDS, ETC.' (Sec Instruction 


ItlKj 


Lalvor.......$.... 

Supplic* .... ..... ...;. 
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Side b )w prejn-rty was acquired . .._ 

SCHEDULE I» COST OF REPAIRS (Set Instruction 15) 
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SCHEDULE I - NONTAXABLE OBLIGATIONS. LIBERTY BONDS, ETC. (See Instruction 25) 
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GUY T. HELVERING, COMMR. VS. HORSESHOE LEASE SYNDICATE gl 

116 Horseshoe Lease Syndicate, 612 1st Nat’l Bank Bldg., 
Dallas, Texas, attached to Form 1065—Year 1932. 

Pro-rata distribution oj oil runs to unit holders 


F. G. Mannan. 5808 Palo Pinto St.. Dallas, Texas. 

J. E. Winans, Box 1514, Fort Worth, Texas. 

J. A. Morris. Henderson, Texas. 

Mrs. Ruth Glpes. 5531 Bonita St., Dallas, Texas. 

Dr. C. A. Shaw, Rusk, Texas. 

Dr. J. Nichols, 1520 Medical Arts Bldg., Dallas, Texas. 

C. F. Feiszel. 5503 Richmond St., Dallas, Texas. 

Chas. P. Carlisle, Medical Arts Bldg., Dallas, Texas. J. 

L. D. King, 3414 Junius St., Dallas, Texas . 

Doris Cover, 308 E. Main St., IlendersoD, Texas. . 

S. J. Tinnercll, 1134 Victoria St.. San Antonio, Texas. 

J. G. Kiesel, 4159 Cedar Ave., Minneapolis, Minn.. 

Wm. S. Lewis, 5023 Manctt St., Dallas. Texas . 

Chas. D. Mais. 505 S. Akard St., Dallas, Texas. 

117 J. B. Gaines, Box 343, JeHerson, Texas... 

R. M. Ackley, c/o Brown Cracker Co., Dallas, Texas. 

Mrs. Edna Tuley, Lancaster, Texas.. 

Johnic B. Pomara. 4214 Garland St.. Dallas, Texas. 

R. S. Gaines, 1501 Santa Fc Bldg.. Dallas, Texas.. 

T. J. Pool. 1031 Kings Highway, Dallas. Texas. 

T. M. Pollock & Rex Ferrell, c/o Volk Shoe Co., Dallas. Texas. 

Guy Patterson, c/o Frost Nat'l Bank, San Antonio, Texas. 

G. J. Bond, 3822 Maple Ave., Dallas, Texas. 

Ernie Deason, Box 241, Crystal City, Texas. 

Nina C. Morrow, 1622 N. Fitzhugh Ave., Dallas. Texas. 

Mercantile Bank <fc Trust Co., Executors of the Estate of C. L. Stephans, Dallas. 

Texas. 

Mrs. Peak Collin Smith, 2501 Peal ody St., Dallas, Texas. 

118 Johnic Brown, 6154 Goliad St... Dallas. Texas. 

Bee Joiner, c/o Postal Telegraph Co., 315 N. Austin St., Dallas, Texas_ 

S. M. Duncan, 806 Sunset St., Dallas, Texas.. 

Dr. A. W. Nash. 1714 Medical Arts Rldg., Dallas. Texas. 

S. J. Marshall. Box 322, Dallas. Texas.. 

Mrs. Eva K. Fair, 5702 Palo Pinto St.. Dallas. Texas.. 

Maxine Owens & F. H. Stuckert. 3817 Stanford Ave , Dallas, Texas. 

Mrs. Lilia M. Bradford, 5632 Reiger Ave., Dallas, Texas. 

Ruda V. Pool. 4206 W. Normandy St., Dallas. Texas. 

Maxine Owens. 3817 Stanford Ave., Dallas, Texas. 

Mrs. Anna Bell Presley. 5632 Reiger Ave., Dallas, Texas. 

Minnie M. Buttrill, 3227 Knox St., Dallas, Texas .. . 

A. D. Walther, 128 Yarmouth .St.. Dallas. Texas.. 

119 Mrs. Mark P. Thomas, 6206 Sinex Ave., Dallas, Texas. 

Mrs. J. F. MurfT, 2323 N. Fitzhugh Ave , Dallas, Texas. 

Mr. & Mrs. W. M. Schmalzricd, 5711 Belmont St., Dallas, Texas. 

L. H. Mannan, 6025 Worth St., Dallas. Texas . 

M. P. Baker, 2200 Jimtown Road. Dallas. Texas.. 

T. N. Hill. 902 S. Vernon St., Dallas, Texas. 

Mrs. C. R. Brown, 4926 Columbia Ave.. Dallas, Texas.. 

J. M. Beard, Jacksonville, Texas.. 

T. H Tarver, 5532 Columbia Ave . Dallas, Texas. . 

Arthur C. Vener. 602 D. P. & L. Bldg., Dallas, Texas.. 

D. R. Brady, 1519 N. Fitzhugh Ave., Dallas, Texas.. 

S. E. Kent, c/o Pacific Mills, 24 Thomas St., New York. N. Y ... 

Mrs. Percy Fullwood, 1625 West Second St.. Corsicana. Texas. 

120 Lucille Fullwood, 1625 W. Second St., Corsicana. Texas.. 

Aaron Margulcs, 205 Producers Exch. Bldg., Dallas, Texas. 

Jack McGraw & S. M. Martin, 4332 Edmondson St., Dallas, Texas.. 

Blanche Back & Frances Cunningham, 5802 Montcello St., Dallas, Texas_ 

Hojte Whyte, 412 Mercantile Bank Bldg., Dallas. Texas . . 

P. W. Gilford, 412 Mercantile Bank Bldg., Dallas, Texas . 

Ada M. Morris, 5802 Monticello St., Dallas, Texas .. 

Clara Harrison & Mina Dunn. % Southwestern Life Bldg., Dallas, Texas_ 

Mrs. L. B. Stanley, 2512 Grafton St, Dallas. Texas. 

Mrs. Irene H. Roderick, 5019 Homer St., Dallas, Texas. . 

W. L. Hauser. 413 College Ave., Lancaster, Pennsylvania. 

W. M. Preston, Receiver, Patterson Drilling Co., Henderson, Texas. 

D. W. Gahagan. Joplin, Mo. . . 

121 Emma Karnes, Del Rio, Texas . 

Emy Martino, 2907 Routh St., Dallas. Texas. 

Geo. Palmore. 4216 LaFayctte St.. Dallas, Texas. 

A. Johnson, 5455 Richmond St., Dallas, Texas. 


Interest held 
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1/350 

47 00 

1/350 

47.00 

1/350 

47.00 
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52 GUY T. HELVERING, COMMR. VS. HORSESHOE LEASE SYNDICATE 
Pro-rata distribution of oil nms to unit holders —Continued 


Walter Ileidman, 519 Cotton Exchange Bldg.. Dallas, Texas. . . 

M. L. Dalton. Dallas Bank & Trust Bldg.. Dallas. Texas. 

Eugene Scott. Dallas Bank & Trust Bldg., Dallas, Texas. . 

Mrs. Chns. H. Brinks, 707 N. lith St.. Waco. Texas . 

Miss R. Cates. 707 N. 11th St., Waco, Tpxos. 

Eug. Campbell. 231 W. Commerce St.. San Antonio, Texas . 

Emily Spruce. 4839 Tr mo* t St..Dallas. Texas .. .. 

Peter Wm. Thompson, 428 E. 19th St., Oakland, California. .. 

Fannie E. Strain. Overton. Texas. .. . 

F. K. Gifford, ( ;' c Gifford & Hill. Grand Prairie, Texas . 

122 H. L. Bolanz. 210 S. Akard St.. Dallas. Texas... 

Blagden Manning. 4120 San Jacinto St.. Dallas. Texas . 

W. G. Achenback. 207 1st Nat’l Bank Bldg.. Dallas. Texas.. 

Amelia S. Vener. 2-509 Lenway St.. Dallas. Texas. . . . . 

W. A. Mabry. 927 N’. Marsalis Ave.. Dallas, Texas. . 

J. J. Gibson. - 2016 Canton St.. Dallas. Texas .... 

Holger Jc Walter Fasting, 1102 Santa Fe Bldg., Dallas, Texas. .. . 

Joe Clark. 605 E. First St.. Austin, Texas .... 

D. O. Whidden. c/o Dreyfnss & Sons. Dallas. Texas..... 

J. Miles Smith. 5626 Sears St.. Dallas. Texas... . 

Jeanette Prentiss. 525 S. Henderson St., Fort Worth, Texas . 

W. SI Pearce, c/o Texlamiss Drilling Co.. 2507 Edgar St.. Shreveport. La. 

R. L. Mayes, c/o Oil Exchange. Henderson. Texas . —. 

123 Carlton B. Jones, Cliff Towers Hotel. Dallas. Texas . 

Dr. Callender L. Johnson. 605 Main Street, Dallas. Texas.. 

W. C. Spence. 4S29 Tretnont St.. Dallas. Texas..... . . 

W. H. Wendler. 828 Allen Bldg.. Dallas. Texas..:. 

Mrs. Mollie Kirby. 5702 Palo Pinto St.. Dallas. Texas .. 

W. Harold Channel. 3732 Normandy St.. Dallas. Texas . .. 

W. N. Brightwell. Route No. 2. Box 12-A. Overton. Texas . 

Ernest Bright well. . ... 

W. J. Brightwell . . . 

Olio* T. Brightwell . 

Oleta Brightwell Wright. . . 

Mollie Brightwell Odom...... . . 

Fannie Brightwell Grimes... 

Ixsona Brightwell Gambling. 1021 S. Main Sf.. Hen lerson, Texas.. 

Julia Materi. 1006 Rio Grande St.. El Paso. Texas . .. 

F. \V. Selvidce, Southern Pacific Yards, El Paso, Texas .. 

C. W. Kirby. 5702 Palo Pinto St., Dallas, Texas .. ... 

N. V. Campbell. 300 S. W. Life Bldg.. Dallas. Texas. .. 

124 Mrs. Evelyn Forsythe, 314 S. Ewinc St., Dallas, Texas . . 

P. B. Sancomb, 7th Calvary. Fort Bliss, El Paso, Texas .... 

P. T, Fullwood. 1625 W. Second St., Corsicana. Texas . . .. 

Deason <k Wade, 1620 N. Fiizhtigh St., Dallas, Texas . 

W. p. Sharts, 918 St. Joseph St., Dallas, Tex .. . 

Audrey Mae Finley. 155 Rhode Island—Highland Park, Detroit, Michigan.. 

J. Edgar Finley, c/o I.. II. Gray. Tyler, Texas. .. 

J. J. Finley. Henderson, Texas... 

Mrs. S. A. Finley, c o J. J. Finley, Henderson, Texas. 

J. A. Schilling. 300 S. W, Life Bldg.. Dallas, Texas. 


Payments out of current Earnings.. 
Payments out of Undivided Profits. 


Interest held 

Amount 

1/350 

S47.00 

1/350 

47.00 

2/350 

91.00 

1/350 

47.00 

1/3.50 

47.00 

7/350 

209.00 

2/3.50 

24.00 

i-4/350 

943.50 

1/350 

47. 00 

1/550 

4700 

1/350 

47. 00 

1 >,4/350 

42.50 

1/350 

47.00 

1/350 

47.00 

U/350 

23.50 

1/350 

47.00 

1/350 

47.00 

1/350 

47.00 

1W350 

70. .50 

1/350 

47.00 

1/350 

47.00 

15/350 

70.4 00 

15/350 

705 00 

Yit 350 

23.50 

1/350 

47.00 

1/350 

47.00 

1/350 

47.00 

1/350 

47.00 

1/350 

47.00 

1/8 Of 35/350 

205.67 

1/8 of 35/3.50 

205.67 

1/8 of 35/350 

2a5.63 

1/8 of 35/350 

205.63 

1/8 of 35/350 

205.63 

1/8 of 35/350 

205.63 

1/8 Of 35/350 

205.61 

1/8 of 35/350 

205.61 

1/2 & 2/3/350 

52.51 

1/350 

47.00 

1/350 

47.00 

3>4/350 

222.00 

4../350 

23.50 

Mi/350 

15. 69 

46/350 

2.372.00 

15/350 

735.00 

4/350 

118.00 

21/350 

777.00 

8/350 

376.00 

1/350 

47.00 

1/350 

47.00 

>■4/3.50 

16.00 




14,691.46 


1,509.32 


10.200.78 


126 Exhibit “P» 

SNXA. Feb. 5. 1935. IT:AM:N-4. AAT-90D. 

Horseshoe Lease Syndicate. 

c/o (’. O. Morgan. Auditor, 

ldld First National Bank Building , Dallas, Texas. 

Sirs: You are advised that the determination of your income tax 
liability for the year(s) 1932, discloses a deficiency of $1,133.19, as 
shown in the statement attached. 

In accordance with section 272 (a) of the Revenue Act of 1932, aa 
amended by section 501 of the Revenue Act of 1934, notice is hereby 
•riven of the deficiency mentioned. Within ninety days (not counting 
Sunday or a legal holiday in the District of Columbia as the nineti- 


















































GUY T. HELVERING, COMMR. VS. HORSESHOE LEASE SYNDICATE 03 

eth day) from the date of the mailing of this letter, you may file a 
petition with the United States Board of Tax Appeals for a redeter¬ 
mination of the deficiency. 

Should you not desire to file a petition, you are requested to execute 
the enclosed form and forward it to the Commissioner of Internal 
Revenue, Washington, D. C., for the attention of IT:C:P-7. The 
signing and filing of this form will expedite the closing of your 
return (s) by permitting an early assessment of the deficiency and 
will prevent the accumulation of interest, since the interest period 
terminates thirty days after filing the form, or on the date assessment 
is made, whichever is earlier. 

Respectfully, 

Guy T. Helvering, 

C ommissioner. 

(Signed) Chas. T. Russell, 

Deputy Commissioner. 

Enclosures: Statement, Form 870. A:T/NGK-3. 


127 STATEMENT 

IT: AR: E-4. AAT-90D. 

In re: Horseshoe Lease Syndicate, c/o C. G. Morgan, Auditor, 1312 
First National Bank Building, Dallas, Texas 

Income Tax Liability 

Year, 1932; income tax liability, $1,133.19; income tax assessed, 
none; deficiency, $1,133.19. 

The deficiency shown herein is based upon the report dated October 
26,1934, prepared by Revenue Agent C. E. Overaker, and transmitted 
to you under date of November 30, 1934. 

Careful consideration has been accorded your protest dated De¬ 
cember 10, 1934, in connection with findings of the examining officer, 
and the information submitted at a conference held in the office of 
the internal revenue agent in charge. 

Your contention that the syndicate should not be held to be an 
association taxable as a corporation has been denied. The syndicate 
is engaged in the production of oil and gas and is doing business in 
an organized capacity and therefore in accordance with General 
Counsel Memorandum 12605, Cumulative Bulletin XIII-1, is an 
association for income tax purposes. 


Net income reported on return (form 106"))_$14,691.46 

Less: 

1. Depreciation_$1,439.23 

2. Depletion_ 5,010.82 

- 6. 450. 05 


Adjusted net income- $S, 241.41 

Explanation of Changes 

1. Depreciation has been allowed in accordance with schedule A. 
None claimed on return. 
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Depreciation Schedule 



Cost 

Rate 

Depreciation 

allowed 

Reserve Dec. 
31. 1932 

Derricks, etc. 

$1,478.30 
2.667.40 
200.00 

25% 

10% 

26% 

5% 

10% 

8% 

25% 

20% 

10% 

10% 

20% 

10% 

5%, 

$369.58 
266. 74 

$554.37 
400.11 

Tanks. 

Pumps.. 

50.00 

75.00 

Casing, etc. 

4,500. 11 

225.00 


Flow lines. 

1,226. 15 

122.62 

183.93 

Tubing. 

1.112.80 

175.00 

89.02 

133.53 

Pump. 

37.50 

56 25 

Boiler. 

950. CO 

190.00 


Separator. 

521. 79 

52.18 

78.27 

Lease house. 

20S. 30 

20.83 

31.25 

Tool house. 

15.00 

3.00 

4.50 

Fire wall.. 

76.85 

7.68 

11 52 

Water well. .. 

101.60 

5.08 

7.62 


Total. 

13,233.30 

mmm 

1,439.23 

2.158.85 


mmm 


All equipment acquired in 1931. 

No additions in 1932. 

2. Depletion has been allowed on the 27*4 percent basis of sales 
of $18,221.16, or $5,010.82. None claimed on return. 

COMPUTATION OF TAX 


Adjusted net income_$8,241.41 

Tax at 13%%___-___ 1.133.19 

Tax assessed_ None 


Additional tax to be assessed- 1.133.19 


Due to the fact that the expiration of the statute of limitations 
will presently bar any assessment of additional tax against you for 
the year 1932, the Income Tax Unit will be unable to afford you an 
opportunity to protest this determination or to be accorded a hearing 
prior to the mailing of this statutory notice of deficiency. 
AAT/HCW-1. 

129 Exhibit Q 

State of Texas, 

County of Smith , ss: 

As the Managers and Supervisors of the business of the Horseshoe 
Lease Syndicate and its duly authorized Agents, W. A. Patterson and 
P. T. Fullwood, being duly sworn, say that they supervise and conduct 
the business of Petitioner and are thoroughly familiar with its affairs; 
that they have read the foregoing petition, or had the same read to 
them, and are familiar with the statements contained therein, and that 
the facts stated are true, except as to those facts stated to lie upon 
information and belief, and those facts they believe to be true. 

Horseshoe Lease Syndicate, 
(Signed) W. A. Patterson. 

(Signed) P. T. Fullwood. 

Subscribed and sworn to before me this 30th day of April 1935. 
[seal] (Signed) Lois Pamledge, 

i Notary Public in and for Smith County , Texan. 
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130 In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket No. 79343 

Guy T. Helvering, Commissioner of Internal Revenue, petitioner 

on REVIEW 

V. 

Horseshoe Lease Syndicate, respondent on review 
Praecipe for record 

To the Clerk of the Urated States Board of Tax Appeals: 

You will please prepare, transmit, and deliver to the Clerk of the 
United States Court of Appeals for the District of Columbia, copies 
duly certified as correct of the following documents and records in the 
above-entitled cause in connection with the petition for review by the 
said Court of Appeals for the District of Columbia, heretofore filed by 
the Commissioner of Internal Revenue: 

1. Docket entries of the proceedings before the Board. 

2. Pleadings before the Board: 

(a) Petition, including annexed copy of deficiency letter and 

statement attached thereto. 

(b) Answer. 

3. Memorandum opinion entered November 22, 1938. 

4. Decision entered November 23,1938. 

5. Motion for reconsideration by full Board. 

131 6. Order denying reconsideration by full Board. 

7. Statement of the evidence, with Exhibits referred to 
therein, including the Stipulation of Facts filed February 26, 1938, 
with all Exhibits attached thereto. 

8. Petition for review, together with proof of service of notice of 
filing petition for review and of service of a copy of petition for 
review. 

9. Any and all orders of enlargement made by the Board with re¬ 
spect to the preparation and transmission of the records on review. 

10. This praecipe. 

Said transcript to be prepared, certified, and transmitted as required 
by law and the rules of the United States Court of Appeals for the 
District of Columbia. 

J. P. Wenchel, 

J. P. Wenchel, 

Chief Counsel, 

Bureau of Internal Revenue. 

Service of a copy of the within praecipe is hereby admitted this — 
day of-, 1939. 

Attorneys for Respondent on Review. 

I agree to this praecipe for record this May 16,1939. 

(S) Geo. S. Atkinson, 
Counsel for Respondent on Review. 


CRM/mtr. 4/8/39. 
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132 United States Board of Tax Appeals, Washington 

Docket No. 79343 

Commissioner of Internal Revenue, petitioner 

v. 

Horseshoe Lease Syndicate, respondent 
Certificate 

• 

I, B. D. Gamble, clerk of the U. S. Board of Tax Appeals, do hereby 
certify that the foregoing pages, 1 to 131, inclusive, contain and are 
a true copy of the transcript of record, papers, and proceedings on file 
and of record in my office as called for by the Praecipe in the appeal 
(or appeals) as above numbered and entitled. 

In testimony whereof, I hereunto set my hand and affix the seal of 
the United States Board of Tax Appeals, at Washington, in the Dis¬ 
trict of Columbia, this 20th day of May 1939. 

B. D. Gamble. 

i.* • Clerk, United States Board of Tax Appeals. 

133 United States Board of Tax Appeals 

Docket No. 79343 

Commissioner of Internal Revenue, petitioner 

v. 

Horseshoe Lease Syndicate, respondent 
Order enlarging time 

On motion of counsel for the petitioner, it is ordered that the time 
for preparation of the evidence and transmission and delivery of the 
record sur petition for review of the above-entitled proceedings in the 
United States Court of Appeals for the District of Columbia be, and it 
is hereby, extended to May 25,1939. 

(Signed) C. R. Arundell. Member. 

Dated: Washington, D. C., March 17, 1939. 
id. 

Now, May 20. 1939. the foregoing is certified from the record as a 
true copy. 

B. D. Gamble. 

B. D. Gamble, 

Clerk , U. S. Board, of Tax Appeals. 

[Endorsement on cover:] No. 7415. Helvering, appellant, vs. Horse¬ 
shoe Lease Syndicate. United States Court of Appeals for the District 
of Columbia. Filed May 22,1939. Joseph W. Stewart, Clerk. 
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